Economic Development and Finance
Committee

Standing Committee Meeting Agenda
Monday, March 4, 2019
Immediately upon adjournment of earlier committee
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Location:
Municipal Office Building
701 N 7th Street
Kansas City, Kansas 66101
5th Floor Conference Room (Suite 515)

Name

Commissioner Tom Burroughs, Chair
Commissioner Brian McKiernan
Commissioner Gayle E. Townsend
Commissioner Ann Brandau-Murguia
Commissioner James Walters

Jeff Bryant, BPU Member
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Call to Order/Roll Call

Revisions to March 4, 2019 Agenda

Approval of standing committee minutes from January 14, 2019

Committee Agenda

Item No. 1 - RESOLUTION: AMEND MASTER EQUIPMENT LEASE PURCHASE

AGREEMENT WITH BANC OF AMERICA

Synopsis: A resolution amending the Master Equipment Lease Purchase Agreement, dated
October 17, 2013, with Banc of America Public Capital Corp., submitted by Debbie Jonscher,
Deputy Chief Financial Officer. The proceeds will be used to pay the costs of acquiring and
installing certain equipment. The maximum amount is not to exceed $11.5M.

Tracking #: 19581

Item No. 2 - RESOLUTION: DEBT POLICY REVISIONS

Synopsis: A resolution adopting Debt Policy revisions, submitted by Kathleen VonAchen,
Chief Financial Officer.

On February 4, 2019, the Economic Development and Finance Standing Committee,
chaired by Commissioner Burroughs, recommended action be held over to the March 4, 2019
meeting.

Tracking #: 19592

Item No. 3 - RESOLUTION: SET PUBLIC HEARING DATE FOR DOWNTOWN
GROCERY REDEVELOPMENT DISTRICT - PROJECT AREA 1



Synopsis: A resolution setting a public hearing date of April 11, 2019, to consider adoption
of a redevelopment project plan for Project Area 1 in the Downtown Grocery Redevelopment
District, submitted by Katherine Carttar, Director of Economic Development.

1t is requested that this item be fast tracked to the March 7, 2019 full commission meeting.

On January 14 and February 4, 2019, this item was presented to the Economic Development
and Finance Standing Committee, chaired by Commissioner Burroughs. Both times it

was requested that action be held over.

Tracking #: 19594

Item No. 4 - ORDINANCE: MIDTOWN TIF REFINANCING

Synopsis: Adopt Home Rule Ordinance authorizing general obligation economic
development bonds to fund land acquisition and demolition of Indian Springs site, and
authorizing refunding a portion and/or all of prior Series 2010-B, 2011-C and 2013-B
bonds for interest savings. Submitted by Kathleen VonAchen, Chief Financial Officer and
Debbie Jonscher, Deputy Chief Financial Officer.

1t is requested that this item be fast tracked to the March 7, 2019 full commission meeting.
Tracking #: 19613

Item No. 5 - RESOLUTION: KAW RIVER BANK TURKEY CREEK
STABILIZATION (STORM WATER) GO TEMPORARY NOTES SERIES 2019-11
Synopsis: A resolution authorizing the sale of Series 2019-1I General Obligation Temporary
Notes to fund $7.5 million of project costs for the Kaw River Bank Turkey Creek
Stabilization Storm Water Project, submitted by Debbie Jonscher, Deputy Chief Financial
Officer. Prior GO Series 2019-1 Temporary Notes authorized $2.5 million towards this
project. Proposed resolution increases temporary notes proceeds to $10 million for this
project to address total project costs.

1t is requested that this item be fast tracked to the March 7, 2019 full commission meeting.
Tracking #: 19622

Public Agenda
Adjourn



ECONOMIC DEVELOPMENT AND FINANCE
STANDING COMMITTEE MINUTES
Monday, January 14, 2019

The meeting of the Economic Development and Finance Standing Committee was held on
Monday, January 14, 2019, at 5:32 p.m., in the 5 Floor Conference Room of the Municipal Office
Building. The following members were present: Commissioner McKiernan, Chairman;
Commissioners Townsend (via telephone), Walters, Bynum and Jeff Bryant, BPU Board Member.
Commissioners Burroughs and Murguia, were absent. The following officials were also in
attendance: Gordon Criswell and Melissa Sieben, Assistant County Administrators; Patrick
Waters, Senior Attorney; Daniel Kuhn, Assistant Counsel; Kathleen VonAchen, Chief Financial
Officer; Katherine Carttar, Interim Director of Economic Development; Shaya Lockett, Small

Business Liaison; and Jay Doleshal, Sergeant-At-Arms.

Chairman McKiernan called the meeting to order. Roll call was taken and members were present

as shown above.

Approval of standing committee minutes from October 29, 2018. On motion of Commissioner
BPU Board Member Bryant, seconded by Commissioner Walters, the minutes were

approved. Motion carried unanimously.

Committee Agenda:

Item No. 1 — 18597...RESOLUTION: REDEVELOPMENT PROJECT PLAN FOR
PROJECT AREA 1 DOWNTOWN GROCERY REDEVELOPMENT DISTRICT
Synopsis: Resolution providing notice of a public hearing to consider the adoption of a
Redevelopment Project Plan for Project Area 1 (Downtown Grocery Redevelopment District),
submitted by Patrick Waters, Senior Attorney. On October 11, 2018 the Commission approved
Ordinance O-41-18 establishing the Downtown Grocery Redevelopment District.

Katherine Carttar, Interim Director of Economic Development, said [’m actually going to ask

for a hold on this item until next month. We have an update of a market study that is scheduled to



be completed by the end of this month and we figured if we’re going to present to you, we might
as well have the absolute most up-to-date numbers. 1 figured we will wait until the first week of

February if that is okay with you all.

Chairman McKiernan said so I’ll turn to Legal and ask can they simply withdraw that or do we
have to actually take action to hold it over until our next meeting. Patrick Waters, Senior

Attorney, said I think the committee just votes to hold it over. That’ll be the case.

Chairman McKiernan said in that case we would need a motion to hold this time over until next

month’s meeting.

Action: Commissioner Walters made a motion, seconded by BPU Board Member
Bryant, to hold Item #1 over until the next meeting. Roll call was taken and

there were five “Ayes,” Bynum, Bryant, Walters, Townsend, McKiernan.
Item No. 2 — 183...PRESENTATION: DEBT POLICY REVISION

Synopsis: A presentation on proposed revisions to the debt related financial policies, submitted by

Kathleen VonAchen, Chief Financial Officer.
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Commission Resolution:

Péq')l"""f% Unified Government of Wyandotte County 3518
& and Kansas City, Kansas Adopted: O7,26/3018
# Update: xnfronfaocx

.

: '+ Debt Policy
g s
L Authority and |ntroduction:
The Fayor and the Board of i are ible for legislatian, palicy

formulation, and overall directian setting of the government. This includes the approval of
financial policies which establish and dirert the aperations of Unified Government [UG) and
the Public Building Cammissicn {PEC|. Further, the Unifisd Government issuss debt on
behalf of the Baard of Public Utilitizs (BPLI, which is an administrative agency of the UG,
The County Administratar is responsible far carrying cut the palicy directives af the UG
Rieard af Commissioners and Public Rullding Com missian and managing the day-ta-day
aparations af the exacutiva deparments, including the Finanee Department. This palicy
shall be administarad on behalf af the County Administratar by the Chief Financial Officer.

The Unified Grvernient, through the County Adrministrator and Chisf T Officer,
exerutes debit instruments, administers deht proceeds, manages ongaing disdlosure and
debit complianca, ane makes debi series payrents, acting with prudance and diliganos and
wilh allention Lo prevailing eeonomic condilions, The UG belivves Ual debl is an equitable
means of Tnancing prajecls and represents an important means of mesting lisea|
responsibilities.

I he debt: policy primarily addresses debt instrume nts/securities issued by the UG in public
or private bund markets, This is consistent with examples of debt pelicies of sther

icipa litizs, Gowernment Finance Officers Association (GFOA) guidelines, and
rating azency guidelines. The debt policics pertain to debt that is typically incurred when
capital is raised in the public or private markets, including borrowings frem sephisticated
qualified institutional buyers, ta meet the UG's funding needs {the purpese and need for
tinancings is discussed as in Section 1). Such debt constitutes ohligations wherekby a third
party has pravided funds, which is evidenced by the formal ckecution of a bond ar
certificate (or a similar instrument] and is held by the third party until it is repaid.

The palicy does nat caver other abligations like contracts payable, notes payable, Isans.
payable 2.z, HUD section 108 loans), arhitrage liability, and net pension obligation {FQ)
and/or pension Untunded Actuarial Liability (UALYand Other Post Employment Benefits
{DOPER]. The UG's Comprehensive Annual Financial Reperts {CAFRs) provide a complete list
of the autstanding lang term liabilities. The sectians in the CAFR listing the lang term
liabilities are: Gavernmental Activities Long-Term Liabilitizs and Business Type Activities
Long-Term Lizbilities. Consistent with Governmental Accounting Standards Board [GASE]
standards, the nat pansion ehligatian {NPO) and OPER abligatien is reflected in the
Governmental Activities Hote to the Financial Statemants of the CAFR as a long tarm
Tiability.

Kathleen VonAchen, Chief Financial Officer, said tonight we’re going to talk about the Debt
Policy. Just as a reminder, we have about 15 or so different financial and budgetary policies all of
which are on our website under the Finance Department page. We recently updated about 10 of
these polices and tonight we’re looking at one, it’s the Debt Policy. It involves all of the debt
issued by the Unified Government including the Board of Public Utilities.
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Debt Policy

The palicy dacuments the UG's pracedures and zoals far the use of debt ta finance UG
needs. A regularty updated debr policy, in conjunceion with the Five-Year Capical and
Maintenance Improvament Pragram (CMIFY, UG’ Capital In provements Plan, the FivaYear
Leng Tern Financial Plan, tha Cash and Investment Palicy, and the Reserve Policias, seres
5 an important tool that supports the use of the LIG's resources ta mest its financial
commitments and to maintain sound financial management practicas. This policy is enacted
in an effort to standardize and plan the issuance and management af debt by the UG, While
the Dbt Palicy serves a5 a guideling far genaral uss, it allows far exceptions in
extraardinary canditions.

‘ . Purpose of the Debt Policy:
The primary objesclives of this debl pulicy ame &

‘ for
! L

The UG’z Debt Policy is also designed to:
= Futablish param eters far suing and managing debt;

lelines for Lhe use ol various.

o Provide guidance ta dacision makers related ta debt affardabsilicy standards;

»  Document the pre- and post issuance abjectives to be achicved by staff;

s Promote ohjectivity in the debt approval decision making process; and

»  Facilitate the actual financing process by establishing impertant palicy decisians in
advance.

A biennial review of the Debit Policy will be performed and any chanzes to the Debt Policy
will be browght forward for U Commission consideration and approval, Further, in the
event there 2re any deviations or exceptions fram the Debt Palicy when a certain band issue

W.  Agplicability and Scope:

Now, the reason we’re revising this policy, is if you remember back about 10 years ago during the
financial crisis, there were many municipalities at that time who found themselves to be in a little
bit of trouble managing their debt portfolios. Not only that, but municipal bond investor, they
were really asking for additional transparency because there just wasn’t a lot of information that
they could get. As a result, Congress reacted by passing the Dodd-Frank Bill and there was a
different congressional direction to improve the transparency of the municipal bond market and
how municipalities manage their debt.

In the spirit of that, I’ve reviewed the existing debt policy which is about four pages and it
is very concise and provides a lot of direction and good, but what I’ve done is pretty much rewritten
the entire policy so that it has—it basically documents all of our current practices and it’s much
more comprehensive and provides the reader with more information on some of the jargon and
more technical terms, etc. That’s what we’re going to talk about tonight.

Now I’'m going to just tonight talk about—just kind of walk you through the 20-page
policy. I’m not going to go into detail. There’s a lot of information here, but just to give you a

general overview of what’s in there and then what I recommend. This is an information only
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presentation and what I recommend, if all of you committee members are willing or think it’s a
good idea, for us perhaps to meet with you individually to talk about what kind of debt limits you
see and just kind of get some general input from you individually so we can bring all that back
forward to you and present it to the public at a future—at the February meeting.

Briefly, I just wanted to walk through this a little bit. The first page is just an introductory
page that talks about what the policy is, what the purpose of the policy is, the fact that it follows
Government Finance Officers Association standards and then also kind of outlines where all our
debt is detailed in the Comprehensive Annual Financial Report.

The debt policy itself, there’s four purposes for having a debt policy. What we’ve set here
is that it sets the parameters for issuing and managing our debt. It provides guidance to decision
makers related to debt affordability. It documents our pre and post issuance. It provides some
objectivity on how to approve debt decision-making and then facilitates the actual financing

process, right.

Debr Policy

This pelicy shall apply to all Funds under the budzetary and fiscal cantrol at the Mayor and

the Board of Cammissioners._ Further, the Unitied Government issues debt on behalfaf the
Roard af Public Utilitiss (BPL), which is an administrative agency of the UG, and as a rasult

this Palicy is applicable to the BPLL

. Policy:
Section 1 - Purpose and Need for Financing

1.1 Purpose of Financing
The UG Borraws mariey primarily o fund long-term capital imprisvement projects, £ssential
equipment and vehicle needs, and to refinance existing debt. The issuance of debt to fund
operating deficits is not permitted, Debt will be used to finance eligible projects enly if itis
the st eost-ellective means available o the UG,

While: the “pay-ga” means of using eurrent fevenies b pay for apital projects is often
considered the preferred means of financing beause it avoids interest payments, it may not
be entirely equitable, The “pay- ga” funding optien requires current citizens Lo pay taxes
aver lung periods af time in arder o acoumulate reserves sulficient Lo pay far capital
projects, The UG would be able ta undertake capital prajects under this methad only i
sufficient cash accumulates, Prudent use of debt financing rather than pay ge funding of
capital projects can Facilita be betber sllocation of resources and increased financial fleibility.,

The tour primary barrowing purposes for which bond pracesds may be used are
summarized belaw

A, Long Term Capital Improvements: The UG preparcs a multi year Capital and
Maintenance Impravements Program [CHIP) budzet warking with asset manazing
departments in accordance with Commission appraved Capital Asset and Equipment
Investment and IManagement Policy. The CRIF budget includes projections for
upnaming fiscal pars and is updated during each Annual Budget process or if thers are
siznificant changes to the scope and/ar cast of projects. In accordance with the Capital
fsset Palicy, uture operations and maint=nance costs associated with capital
improvement projects are develaped and identified priar to submission of the project
for approval. The Financial Department works with the Public Warks Department to
ensure that accurata and complete budgeting of the CMIP & praparad 3 part of the
Annual Budget pracess.

Since the aggregate rast of desired capital projects generally excesds available funds
the capital planning process priaritizes projects and identifies the funding nesds. The UG
will initially nely on intermally-generated funds andfor grants and conlibutiens fom
utler governments ce il capital e el Tor a capital praject anly

i of costs belween cuirent

identified to e pay the debt.,

wiheen it s an appropiiabe means to achieve a |
and future beneficiaries and if a sccure revenu

The Firsnee Department, war king with UG departments within te contest of the
Capital and IMaintenance Improvements Pragran and the UG's Five Vear Long Term
Financial Plan, ovcrsees and coardinates the timing, pracessing, and marketing of the

Just to give you a little bit—as I mentioned, we’re including the Board of Public Utilities debt in

this because the Board of Public Utilities is an administrative agency of the Unified Government
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by charter so, in fact, we issue the BPU’s debt; my office does. Of course, we work very closely
with Lori Austin, the CFO at BPU, and all of the board members and other senior managers over
there. Lori Austin has reviewed this policy and bought off. She’s good with this. I’ve also gained

input from our Bond Council and from our municipal advisors at Springsted & Associates.

Debt Policy

UB's barrawing and capital funding activities. Close cordination of capital planning and
debt planning ensures that the maximum benetit is achieved with the limited capital
funde. The debt managenient pracass detemines the avallabiliny of funds which can be
raised thraugh dabt basad upen the dabt eapacity/afferdability analysis.

. Essential Wehicle and Equipment Needs: In addition to capital projects, the UG regularly
finances cerlain essential equipment and vehicles, These assets range from public safety
wahicles ta infrmation tachnalogy systams. Tha underlying assat must have a minimum
useful life of three years. Shert-term financings, including laans and capital lease

purchase agreernents, are sxeouled lo meel such needs,

€. Foannmic Development Hesds: The LG regularly finances pertain infrastructure
improvements related to economic development prajects.

il Olficer working wilh the

stlielunding of Cristing Debl The Chiel Ti
dvisar peradically evallates the UG existing debl and executes
refinancings when coanomically benefiial. A refinancing may include the issuance of
bonsts ko refund existing bonds or the issuance of bonds in arder ta refund other

uhligatians, such as pension ebligatians,

1.2 Finanding Priorities

Al borrawing requests ar debt refunding proposals shall be reviewed by the Chief Hrancial
Officer. The Finance Department shall be res ible For analyzing the propesal ta
determine if it is beneficial to the UG and complies with the UG's lang term Financial
planning objectives. Borrawing requests include any debt or refunding proposals made to
the UG invelving a pledzs or sther extensian of the UG's credit through the sale of
securities, execution of lnans or leases, or making of guarantees ar atherwise invalving
directly or indirectly the lending ar pledging of the UG's cradit.

For each financing propesal related to a new capital impravemant project, the Finance
Department will work with the de partment or other client department to assess the
feasibility and the impact of debt to fund the project based an the following assessments:

A Matura of Project and Use of Funds: Fach propasal is avaluated by camparing the
natura af the project and use af funds with ccnipating prapesals an the hasis af the
benefits derived and hauw it furthers the UG's policy objectives as lsid outin the UG's
Annual Budge?, Thve-¥ear Lang Term inancial Terecast, Capital and Maintenance
Impravement Program

a. The henefits of a praposed praject must be defined and, where appropriate,
quantified in moenetary erms, The lunding sources are iden Lified and estimated,
Where revenues are parl of the benef

ssurnplions made in deriving the

revenues are documented, The validity of the assumptions and the rlsk

assaciated with the revenue streams are assessed.

b the costs of the project are estimated, with the basis documented and tie rish
assaciated with the estimates assessed, The uses of funds are identiflied and
eslimaled,

There are four borrowing purposes. Four purposes for borrowing and I’ve talked about each of
these mainly the most important one that we often think of is long-term capital improvements. The
second one is for essential vehicle and equipment needs. We typically borrow for larger equipment
using a lease financing mechanism which we’ve brought forward to you before and the previous
policy didn’t really talk about that a lot. The third purpose is for economic development needs
and the last is to refinance the existing debt when we’re able to.

Generally speaking, we have criteria for determining the feasibility of issuing debt and how
that impacts. The first is the nature of the product and the use of the funds. One thing we’re going
to be correcting, because there’s a little bit of an edit here, is that these three points a, b and c are
actually the criteria for analyzing the cost benefit analysis of the project. I’'m going to do a little

cut and paste of these three items and put them right here under b just so you know.
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The third item is cost benefit analysis. What we do, and we do this currently, is we
determine the benefit of the project. That has to be defined and we quantify how much in terms
of monetarily how much that benefit is and we validate the assumptions and the risks. We also
determine the costs of the project. We make sure that the basis of the estimate is accurate and then
we finally you know marry or compare those two to determine whether there is a benefit, but then
also what kind of operating impacts are resulting from that project if we—so for example, right
now we’re building the new juvenile center. What’s going to costs to operate that facility? Is it
greater than the amount that we’re currently spending? That kind of thing.

The third item that we look at is an expenditure plan. What we’re looking at is you know
how long is this capital project going to take us to build and how much within the next future years
are we going to spend down those bond proceeds? We’re looking at that too.

Then the last item is just making sure that revenue, if there’s any revenue generated from
the project such as economic development projects, that we make sure we match that revenue with

the debt repayment plan.

13 AssetUfe

bank that pravides = source of
ies 3uailable ta pay debt serice or to
it For that purpase.

Section 2 - Credit Ratings
an interim financing mechanism

d 1o be feasible by the Chist

i=f Financial Officar 1o b2 prudant and advantageous ta the
s with commercial banks or ather financial entities

+ UGsdebt history and curent debt structure

We also look at the asset life. Generally speaking we closely match the repayment period with the
economic life of the asset. Most of our bond issues get a credit rating and those that we feel will
not have a favorable rating typically unproven revenues and economic development projects
warrant not getting a credit rating and in those instances we don’t pursue that. This policy kind of

talks about credit ratings and how we go about making that decisions and what kind of items are
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often looked at by the credit rating agencies in them determining our rating. The credit rating
process, we would like to think that it is very, very objective but in reality, the credit rating analyst

look at a whole myriad of metrics and then they also introduce some subjectivity having

background and knowledge of our communities.

Bebt Policy.

*  The capitalimprovement project that is being fundsd
« Cowenant the goveming

The UG recognizes that extermal eccnemic, natural, or athar events may fram time 1o time
affict the creclitwarthiness of its debt, Each propasal for additicnal debt vill be analyzed for
debt pating on outst
lable from the ratin

s, although recent updat
¥y ded transp 1o thei
evaluation processes. 1his infarmation provides a better understanding of how key

quantitative and qualitative aclors anet sk actors are likely 1o alle L rating outoames, The

UG Finance Department will monitor rating agency guidelines and methodologies regularly

5
to stay informed of changes to the rating metrics and processes,

The Chie Financial Officer is responsible for managing the raling rewiews assesiated with

the UG vanios debot abligaliorrs. This o includes providing perivdic updates, both

farmal and infarmal, an the UG's general financial candition and coordinating meetings and
i on with a new necessary,

The o Officer, jth the Debt Diision and, if applicable, a

Wunicipal Advisor, shall be responsible for determining whether a rating shall be requested
n a particular financing, and which of the major rating azencies shall be asked to pravide
such 3 rating,

Section 3~ Types of Financing Instruments.

There are many types of i iable to the UE; lons term
financing clebt obligatians ke Genaral Oblization Bonds, Leass Revenue Bands and Revanue
Boncls wauld 1y the UG, The UG ypes of debt

for economic development projects. The UG issues conduit tinancings to benefit third
parties where public benefit can b achieved, The following are brief summaries of different
types of long- and short-term financing instruments that the UG may consider

Ditext Debt Obl

3.1 General Obligation Bonds
General Obligation (GO} Uonds are secured cither by a pledse of full faith and credil of an

uer o by i prorise Lo levy Lies in i service,
ar both, GO Bonds wsually achieve lower 5 sl than alher financing instruments
since they are considered to be a lower rish,

3.2 Centificates of Partlclpationy Lease Revenue Bonds
Geatificates of Partcipation {COP] and Lease: Revenue Bonds {Lits) are lease ohligations
secured by an installment sale o by a lease back arrangement between the UG and anather
public entity (such as the Public Building Commissian}, where the gencral opcrating
revenues of the UG are used to make lease payments, which are, in tum, used to pay debt
service n the bonds or Certificates of Participation.

Debt Policy

Payments to be macle under valid lesses are payable only in the year in which use, and
occupancy of the lezsed property is available, and lease payments may nat be accelerated.
Leags finaneing reguires the annual fair market rental value of the leased property ta he
exual ta ar greater than the lease payment. The gavernmental lessee is obligated to placa in
iits Annual Buclget the payments that are due and payable during each fiscal year that the
lessee has use of the leased property.

3.3 Revenue Bonds
Revenue Bands are abligations payable fram ravenues genaratad by an enterprise,

winler, wastewaler and stermwater ulililies, eles
T Tiecause the dehi service is directly paid by the ficility, such debt s pansidered
self-liquidating and generally does nat constitute a debt of the issuer

public gl courses or

The UG utility Revenue Bonds are payable solely fam the UG's and BEUS Ulility Enter prise
Tunds and are nalsecured by any pledge of ad valorem Laes or general fund revenues ol
the LG, I accordance with the agrasd upon bond covenants, the revenies generated by
these Enterprise Funds must be sufficient to maintain required coverage levels, or the rates
of the enterprise have to be raised to maintain the revenue coverages,

3.4 Temporary Motes and Draw Bonds

Temporary Motes and Draw Bonds arc short term interest bearing bonds issucd in the
anticipation af long term future bond issuances. The UG may choose ko issuc temp notes or
draw bands as a source of interim financing when it is considered by the Chief Hnancial
Officer to be prucient and advantagecus to the UG,

3.5 Lines of Credit

A Line of Credit is a contract between the issucr and a bank that pravides a saurce of
borrowead monies ta the issuer in the event that monies availsble ta pay debt service or to
purchase a demand bond are insufficient for that purpase.

In the event that a Line of Credit is under consideration as an interim financing mechanism
for a lang-term capital need, befors entering inta any such agreements, takeaut Anancing
tor such lines of credit must be plannad for and determined to be teasible by the Chiet
Finanecial Officer.

When it is considerad by the Chief Financial Officer to be prudent and advantageous ta the
UG, the CUG may enter inko agreements with commercial banks or other financial entitizs

for purpeses of acquiring a ine of Credit,

3.6 Lease Purchase Financings
The UG Eguipment and Vehicl Financing Program provides a medianism fer e shorl-

; equipmenl throwsh o lease-purchase mecl The les
Under this progran, the UG ent
master lease azreement with a lessor to finance the lease purchase of pssential equipment
up ta & certain amount. kquipment is funded on an as needed basis under this master lease
agreernent, The UG may enter inta ather standalune aperating leases and lease purchase
agesrnenls an an as-needed basis,

Fe

The credit rating process is, you know pretty involved. Generally, we issue quite a few different
types of financing instruments.

This policy provides an opportunity for you to read and find out what each one of those
are. We are clearly defining those, of course, general obligation bonds. We have leased revenue
bonds, revenue bonds, temp notes, lines of credit or bank loans, leased purchase financing, often
for equipment, and then we also enter into obligations with our state and federal government
partners through various loans. The economic development obligations—there’s what I’'m calling
special district financings and those include the community improvement districts, the
transportation development districts, sales tax and revenue districts for STAR as well as TIF. I'm

going to add TIF in there, quite a few different mechanisms for financing economic development.
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3.7 State and Federal Loans 13, IRBE 3re issuad by 3 local government 3gency, which esn be 3 city, county, economic
Statz and tederal Ioan v, ora w harity. Since IRBs are i
r than cem

mpany will also s e e
t The UG typicslly issues IRBs in arder ta exempt industries
& departmnents within the | sales. and use tax on bulldling materials
anagement on a case by case basis

K will evaluate such programs in conjunction with Bebt PrOperTy faxes
s.C provial is raquired to apply for these

gen
pertain i and BPU's Electric,

Wastewal

iz \ the
Plan for HUD Programs, s such 25 those issuzd by the
water ubiltics.

The: Finanee: Gepartment currently oversees the fiduciary and reporting requinements of the

City's cument HUD Section 108 louns, 4.1.General Gbligation Bonds
s discussed in Seetion 2.1, General Oblization Bonds are sccurcd cither by a pledge of ful
faith and crecht of .  ta levy taxes in an unlimited smount as

pr
necessary to pay d . or both, Generaly accepted measures of assessing the impact
of ganaral obligation bonds include:
* Debt per capita: This s the outstanding princinal as 2 percentage of papulation.
*  Debtas a percont af assossoel valuation: This is the cutstanding principal as 2
percantags of assessed valuation.

fund public infrastructure required by the UG in connection with
‘eements, and/or tentative subdivision maps. Special District This measure exclucles general ol
ed by Subject to Is dictated enterprise funds capital projects. The UG shall manitor an
fetis formad special taxes or assessments may be levied Upon maintain these debi statistics at 2 low to moclerate classifi
ay for facilities and services diretly, or to repay bonds Funicipal band marker.

ants

4.2 General Fund-Supporied Debt
The UG will consider requasts for Spect
drass a public

strict formation anel debt issu
E licati

Conduil Debl

3.10 Indus | Revenue Bords
nclustriel Revenue Bonds [IREs) are tax excmpt private activity bonds that provide
processing es financing for capital expenditures. Industrial

Fevenue Bonds are notan obligation of e UG and are conside ed conduil debl Vehile the contribut izations are alled by this U ¥

suthorizstian to issue IRBs is provided by a state statute, the tax exempt status of these these contributions need to be @ken int 2ccount in caleulating the UG's overall debt

bonds is derived from Federal s (Internal Revenue Code Section 103(h) (21], Under state burden, Ta that end, the ratic of the Actuarially Determined Contribution (D<) ta the
5 g

Then the last category is Conduit Debt. That’s debt that is not an obligation of the Unified
Government, but we issue the debt on the behalf of the developer. That type is Industrial Revenue
Bonds so we issue those as well. There’s a detailed explanation of those. I think most of those—
A lot of interest has been focused on how much debt or should the Unified Government undertake
and debt affordability questions. Those sorts of questions are answered in this Section 4 which is
the Debt Ratio Guidelines. What I’ve provided here, generally is a basis for an introductory
discussion on what we want to set as a policy as a Commission, as a governing body, for the types
of limits we want to place on the organization. Bearing in mind that issuing debt is a means of
investing in our community by replacing aging infrastructure with new improvements.

The debt ratios need to be broken up by the type of debt instruments that we’re using. In
this instance we have proposed potential metrics for general obligation debt, for general fund
supported debt, and then for revenue or economic development financing debt. In this policy the
general obligation debt, what we’re recommending is that we monitor our debt affordability by
looking at debt per capita which is the amount of debt per resident in population. What we’re
really focusing on here is only general obligation bonds that are backed by the full faith and credit
of the general fund. We are not including general obligation bonds which are issued on behalf of
the issuer or other enterprises. We’ve specifically isolated that so that we’re only looking at those

general obligation bonds that pay for capital improvements related to our general government.

January 14, 2019



10

That’s street and many other kind of public infrastructure improvements that are not generating
revenue like the sewer and the storm.

The second metric we’re using is debt as a percentage of assessed value. Because these
general obligation bonds, their primary repayment source is property tax mill rate, it seems
appropriate to balance that affordability or look at the affordability of that of this type of debt with
the assessed value of our community.

The second one is General Fund Supported Debt. Now as you know, there are a number
of economic development project which have what they call an Annual Debt Appropriation
Clause. That’s because in prior years those revenues that were expected from the economic
development project being undertaken had not been proven. It became difficult to convince
investors that we actually felt these revenues were going to be realized and they felt they needed
to have some other additional pledge with the general fund backing. We have a number of bond
issues outstanding where there is a general fund backing. In the future we would like to limit that
amount because it places an obligation on the Unified Government’s operations. As a result, we
have included two debt ratios in this category. The first is a General Debt Ratio where it looks at
the annual debt service or leased payments as a percentage of the total general fund expenditures.
We’re recommending that be held at 10%. That’s that line here, but in addition, the Unified
Government also has outstanding like long-term liabilities in it’s pension and other post-
employment. In order to really get a full understanding of our ability to pay, our debt affordability,
we have a second ratio that folds in the calculation of the first ratio where we have all our debt
payments plus the annual contribution that we make towards our—in the general fund for our
pension and other post-employment and then we divide that by the debt outstanding, actually by

the total general fund expenditures. We’re setting that percentage at 25%.
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pension system and retirez health care | OFEE] annual contributicns as a percantage of
available general revenues ar expenditures " Pension/OPEB Ratia™ shall alsa be tken inta
consideratian far saund financial planning. Takan tgsthar, the UG will striva ta maintain
the cambined Debt Ratia and Pensian/OPER Ratic helow 25%

Capacity analysis as determined by these measures will ba undertaken when new General
Fund- supparted debt is issued ar new Pension/QPFR benefits are sxamined. Further, the
availahility of sufficiant suitable UG properties ta sarve as leass praperties if required for a
lease revenue hond measure will also be svaluated (322 Section 3.2 far annual fair rental

irement]. Whensver authorization issought fara lease revenue bend, the UG
Commission will be provided with an estimate of the amaunt af unpledged and suitable UG
progerties that are expacted 1o be available to support additianal lease reveniie barrowings.

4.3 Overlapping Debt

In addition Lo the UG's direct debl [General Obligation bands and elher General Tund
Supported debt), debt levels af underlying and overlapping entities such as schonl districts,
and specizl districts add bo 3 UG's sverall debt burden, The UG's propartional share of the
debt of other lecal governme ntal units which cither averlap it er underlic it is called
awerlapping debl, Cverlapping debl is generally appartoned based upen relative assessed
walue, Wihile e UG does nal conlial debl issuance by olhes enlilies, il recegnices thal ils
taxpayers share the overall debt burden, The UG shall include 2 statement of overlapping
debt in itsinitial and continuing disclosure,

4.8 Coverage Ratios for Revenue Bonds and Economic Development Financings
Long-term cblizations payable solely from specific pledged sources are not subject to a debt
limitation. Examples of such lonz term obligations include those which achicve the financing
or refinancing of projects provided by the issuance of debt instruments that are payable
from restricted revenues o user fees [enterprise funds] and revenues senerated fram a
project. Alsa see Section 3.2, Revenus Bonds.

The coverage ratio, which is the ratio of available annual revenues i annual de be service, is
ane of the primary indicatars of the ability of an enterprise to meat its annual operating
expenses and debt service payments. Generally, lagal covenants requiring a minimum
eoveraga 1atio are cet foth in the revenue hond decumants and are baced an the level of
sacurity pravided to the bandholders (of the senior or subardinate debt ohligations).
General ohligation bonds issuad by the UG on behalf of its wastewater and stornwiater
wtilitizs alsa are required to meet establish minimurn debt coverage ratios. Rats covenants
for the honds and lans will requice a rate increase i coverage ratios are expected 1o fall
Belaw the legal coverage levels,

Slake and Federal loans may also have cerlain coverage ralio equirements for enter prise
Tunsts wehich are pledged s revenue sources Tar repagment af Uhe loan, These covege ralio
recquirements are set farth in the financing agree ments which are executed hetween the UG
and state or federslazency for cach project,

The U3 will alse evaluale appropriate alfordable lgel coverage levels (ie, linancial
coerage ralios), for the oulstanding bonds and new debl issue planning when condueting
costat service studies, which are undertaken periodically for the enterprises.,

The credit rating agencies increasingly are looking at whether our funding status with our pensions
in OPEB. Having this in our policy is going to be very beneficial. As we meet individually, we
will be looking at figures to demonstrate where we are sitting with—once we do these calculations
and then we’ll present some of that information to the full committee next month.

The last one is—of course we want it—I just want to point out that we just have a quick
sentence in here about Overlapping Debt. There is a requirement in all our bond documents that
we also show the amount of debt that jurisdictions or entities within our boundaries are also
issuing, from the school districts, the community college and so forth. All of that debt from those
other jurisdictions are also an obligation that are paid for from revenues from our taxpayers. That’s
also looked at.

Now revenue bonds which are those sewer, others and economic development. Those
typically have very known and established ratios and what they do is, they look at all the operating
income minus operating expenses which is what they call net income and they match that against
how much in debt service they’re paying. They call that a net coverage ratio. Typically, the

coverage ratio is if your income is 1.5% or 1.3% of your debt service, then you’re doing pretty
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good. These coverage ratios are very standard and we often include them in our bond documents.
We’re not really recommending ratios specifically, but they’re kind of driven by the market and
the marketability of the bond. Investors require these certain standards be established. That’s part

of the bond approval process.

Debt Policy

Section 5 - Structure and Term of UG Indebtedness

5.1 Term of Debt

Dbt will be structured for the shartest period passible, consistent with a Fair allocation of
costs to current and future beneficiaries or users. Borrowings by the UG should be of 2
duratian that does nat exceed the useful life of the Improvement that it finances and where
feasible, should he shorter than the projected econamic life. The standard term of long-
term barrawing is typically 15-30 yzars.

5.2 Rapldity of Debt Repayment
In structuring a bond issuance, te Finance Department will ranage Lhes arnoa tization of
debt, and Le the extent passible, match its cash Raw to the antll pated debt sendoe

payments.

[he: 165 will seck Lo structure debl with ageegate kel principal and inlerest paymients over
thes life caf Lhe beorroming, *Dackloading™ of deblservice will be considered enly when ane or
more of the fallowing occur:
o Malural disasters ar extraardinary or unanticipated external facters make payments
on the debt In early years prohibitive;
#  The benefits derived trom the debt issuance can clearly be demanstrated to be
sreater in the future than in the present;
o Suthstrucluring is beneficial Lo the UG's aggregate overall debl payment schedule
+  Such structuring will allow debt service to mare clasely match project revenues
during the early years of the project’s operation

5.3 Serial Bonds, Term Bonds, and Capital Appreciation Bonds
Serial bands are honds maturing annually jar serially) in specified amaunts com prising all or
a partion af a band issue.

Term hends are thase where all baruds, or a portion of the issue egqual ta that which weuld
mature aver a periad of wo or more years in a bond iss mature at a single time. Term
bonds can be structuresd so that a portion of kerm maturity is mandated to be wlled or
retited each year (called “sinking furds”] to miner a serial bond struclure, The funds paid
ines Lhe sinking fund each year may be used al thal Lirme Lo relire o porlion of the lerm
bonds ahead of their scheduled redemptian, Sinking funds are preferred by investars since
these funds provide the security of knowing that the issuer appropriatzly budgets and
accounts for its expeeted future pagments. The sinking fund also ensures that the payment
of funds al malurity does nat cverlax the ssoer's resources at thal time. The decisian Lo use
term or serial bonds is bypically driven by market conditions when bonds are issued

Capital fppreciation Bonds [CABs), also knawn as Zera Coupon Bonds, da nat pay paricdic
interest payments but are issued as desp discounted bonds that pay investors the principal
amount invested plus the interest, compounded semi-annually at the original interest rate,
of the bone at maturity. CARs can be utilized in certain cases to batter match a project's

The remaining portion of this policy is just documenting our current processes. For example, the
Terms of the Debt. By statute general obligation bonds can only be 20 years, but lease revenue
bonds and revenue bonds can go out 30 years. We’ve just provided a range here.

Rapidity of the Debt Payment. How quickly do we pay the payment? Do we make it an
annual amount that’s fixed every year or do we pay just a little at the beginning and then lump it
at the end? That’s what’s called backloading. What we’re recommending is that we’re not
necessarily saying that we don’t want to do or banning backloading, but we do want to do
backloading only under specific criteria which are listed here, because backloading increases the

total interest costs of the bonds.
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You know when we issue bonds, we have a lot of different decisions to make that deal with
the Serial Bond, Term Bonds and Capital Appreciation Bonds. Those are all decisions that are
made by the financial advisor—municipal advisor and myself in order to improve the marketability

of the bond. That’s all kind of detailed and discussed here.

Bebt Policy. Bebt Policy

ash o to the hond's debt serice but typically carry siznificantly higher interest rates
than bands that pay semi-annual or periodic interest payments.

ize of the reserve fund is governed by tax law, vhich permits the lesser of: 1)
25% ot average annual debr service; and 3} 100% ot maximum annual debt
issue bonds with a debt serdice reserve fund that & sized ar a lower
cerve fund

sslect sarial bands o
Jome whese reumstinces warrant, Chnen may be usesl

The reserve fund requiremant may also be satistied by a surety policy, a form ot insurance
5.4Imerest Rates provides by a band insurer 10 satisfy a reserve fund requirement for mmw ssuance,

The U e only. Fire L

ai b acls
ay bes i sue

maunt of the
hen

The Ut will ot rely on any ury
unless justfied by signific
servive reserve fund, a pr

i R G i e
4 surety palicy i used in feu of s debl
bond i sl b g

R 5.8 Capitalized Interest

proposed debt issuane is assessed before it ssuance, and necessary steps are taken in Generally, intercst shall he capitalized for the construction periad of a revenue procucing

structuring Une sebt issuance o ensure that the best possible rating s achicved, project s thal deb senvice expense does not begin untl the project s sxpecie o be
operational and producing revenues. In addition, for lease back s rangements, such as those

5.6 Gredit Enhancerents wscd for lease revenuc band transactions; interest may be capitalized for the construction

Credit enhaneement may be used to improve or cstablish  credit rating an a UG debt period, until the sssct is operatiansl. When warranted, interest may be capitalized for a

ohlization. Types of credit enhancement indude Letters of Credit, band insurance or surety period longer than the eanstrution priod.

policies. The Chiet Financial Ctficer will recommend the use of credit enhancement if it

reduces the pwerall cost of the proposed financinz or it, in the opinion of the Chief Financial 5.9 Call Options /Redemption Provisions

Officer, the use af such credit enhancement furthers the UG's oversll financial objectives. The Chic Financial Offcer, upar the advice of the Municipal Adizor, wil recommend the
use of a cal opticn, ifany, and callprotection period for cach issuance. A eall aption, or

A Letter of Creditis an arrangement with a bank that prm!de supp\amamlse:um arin optianal redemption provision, gives the UG the right t= prepay ar retire debt priar toits

some cases, that money will v pa an issue in stated maturity. This option may permit the UG to achieve interest savings in the future

the event insufficiert funds are svailsble to meet 2 debt service obligation. Bond Insurancs: throuzh refunding of the bonds with lower interest rates. Often the UG must pay a higher

Ao i S an sty s B ntres inferest rate as compensation ta the buyer for the risk of having the bond ealled in the

the UG's debt in th unds are available to meet a debt future. In addition, if 3 bond is called, the holder may be entited t 3 premium payment

service pbligation. Band insurance may be obtained lmm aninsurance company and is a {"call premium’]. Because the cost of call options can vary widely, dependinz largely on

potential means of anhancing the debs rating market canditions, an evalustion of factars such s the follawing will e conductad in
connection with each issuance:

5.7 Debt Service Reserve / Surety Palicy » Interest rate premium for adding call provision

Debt service reserve funds, it established for a bond series, are held b‘f and are available to ®  The call premium paid (o the bend holder

the bond Trustees to make principal and interest payments to bandholdars in the svent that + Level of rates relative 1o histarical standardls

plcged revenues e meuffient 1 oo s, + The time until the bonds may be caled ata promium or at par

* Interest rate volatiling

The Chief Financial Offices will make o deler 1 whether ane will be incladed and, if
50,1 3 e

Genesally, Myear ar 30-
yearcall stna pr
options {69 yeu

Eax-ssempt municipal barrawings a redt with a 10-
time 1o time, et o umms sharter call

emiur

bon service
reserve fund over the life of the band issue compared ta interest carnings, kand pricing or
cred it rating impatts, conditions in the bond dutuments,if applicabie, and other markel
conditions, Section 6~ Methad of Iss
Under the dircction of the Chicf Hnancial Officer, et Manssement will wordinats te
issuanee: of all debt, including issuanee size, debUstructure, cash fow analysis, and method

12 13
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Typically, our portfolio doesn’t have any variable or interest rates. Right now, it’s all fixed but if
there is a project where the use of variable rates makes sense, then this policy would allow that.
We have that in there. Right now we have an issuer rating. When we talk about the UG rating,
it’s the issuer rating. It’s the ability of the entire organization to meet its obligation but sometimes
we can also get credit ratings for individual debt instruments. When we in the future go out for
sewer revenue bonds, we’re going to get a sewer revenue bond or a sewer enterprise rating and
that’s what’s talked about here is getting different ratings. In the past if there’s an Economic
Development project where we can get a rating, we’re going to get a rating just on that project.
Credit Enhancements is something that has been done in the past. It’s not as common
anymore, but it basically allows the government to enter into an insurance policy with the bond
insurer and that bond insurer basically is guaranteeing or promising that the debt service will be
paid and they’re promising that to investors. As a result, it increases the rating from some lower
rating to that AAA and as a result, reduces the interest cost. That’s an insurance tool that is really
not widely used anymore because the markets fallen out since the financial meltdown of 2009, but

we left it in here because there may be a change in that market in the future.
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General obligation bonds don’t have debt reserves, but revenue bonds do and, of course,
we’re trying to facilitate a debt policy for all types of bond issuances including the BPU. A lot of
revenue bonds require debt reserve and surety policies. This basically allows—you borrow enough
to set aside one year basically, let’s say one year’s worth of debt service in a fund where it earns
interest and if the bond issue runs into trouble, then you can tap that reserve for repayment.

Another thing that often happens is that we build a project. It takes three or four years to
build it but we have to issue the money because we need the money to pay for the construction.
What we do is we add in the interest costs for those first two or three years or one through three
years where we’re building the project. We add that interest to the amount we’re borrowing so
that in the future we can—and then in the future, at year four, let’s say, then the interest includes
all the project interest as well as the amount that we expected to pay in years one through three for
example. There’s just a policy on that.

Another area that we don’t often talk about is Call Options and Redemption. Typically,
GO Bonds, as I mentioned here, are issued for between 20-30 years and all those bond issues have
typically call options at year 10 with no premium. This improves the marketability of the bonds.
I know that there’s a lot of conversation about paying off debt early. Oh, let’s pay off debt early,
but because of these call provisions we’re not really able to pay off debt early until we reach that
year 10 which is typically the call option date. Now the reason these are put on bond issues is
because investors don’t want to have that risk of having to reinvest their—they don’t want to have
the risk of having to find another instrument to reinvest their money when it gets called. That’s
what they’re looking for is that assurance that they’ll be able to buy that and keep it in their
portfolio for the full 10 years.

The other items, you know Method of Sale, I did want to point out that typically we decide
between a competitive sale or pursuing and negotiated sale. With any bond issue we decide is this
bond issue going to be difficult to sale? If it is, if there’s a lot of additional information we’re
going to have to provide to investors, then we may decide to pursue a negotiated sale. Ifit’s just
straight forward a general obligation bond, then we do a competitive sale. That just outlines that.

In addition, I talk briefly about doing private placements where there aren’t any
underwriters or there’s only one underwriter per bond issue instead of a whole myriad of

underwriters or investors.
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of sale. The selzction of the financing team and the rols of the various consultants are
discussed in Section 7.

6.1 Method of Sale
DB 4suances a1 sl by inge underaritarof 9. underuitng syndiata tugh
either of salle will be that which
s the most advantageaus 10 the LIG in the judgment af the Chief Financial Officer, in terms
of louiast net interast rate, mast Favarable terms in the financial structure used, and market
conditians.

Public Offerings - Publiz off b esecutend through elther a competitive sale o a
negatiated sale. Method of sale for sach band affering is based on the recommendatian of
the Chiel Fnancial Officer with advice from the UG Municigal Advisor,

Competliive Sale — in 2 competitive sale, bids wil be swarded on a Uue interest st basis
{T1C3, providing other biddin requirements are sats ed. In such instonces where the UG
deems the bids received unsatisfactory, it may, at the sliscretion of the Chicef Financial
Officer, enter into nesoliation for sale of the scecurities or reject al bids. In general, the
Competitive Sale method is recammended for “plain vanilla” financnizs with a strong
undeslying crodit rating, such as general abligation bond lssuances, if the bond is not
expocted to be treated a5 “story bond” by the investors and generally stable and strang
market conditions cxist. In a Competitive: Salc, the bidder's rolc is fimited to ts revicw of the
aftaring eircular released by the UG, making a credit assessmant basedl on the facts
presented in the affering circular, and affering its bid per the bidding parameters
established by the UG,

Hezotiated Sale ~The nezotiated sale priocess provides the UG contral aver the financing
structure and the issuance timing and provides fexibiliy of distribution, Negotiated sales
may be executed wh ornota . Examples
of such circumstances include unusual financing tems, market volatility, and weaker credit
quality. Special District bands, which are often non-rated, are typically issued thiouzh a
negatiated sale process. In a Negatiated Sale, the underwriter or the underwriting syndicate
Tar the bonds s identified upfrant thrauzh a eompetitive selection pracess along with ather
Estaciil ot U raneSctcn. Th (rderhr il ctepl sl the U I Anicoring
he fi el 13 the b 3P R n preparing the band
offering circular.

Private Offerings —When determined appropriate by the Chief F Officer, the UG wil
e fnanlng e it Bl and il itutions o specic bortowings on
o bsis, d taa “private pl ", lypialy
private allerings are canied oul by the UG wm edtraneous ciumslances preclute public
offerings, as an interim Fiancing, o W avoid thee costs of a public offering for simaller

6.2 Bldding Parameters

I a Cornpelitive Sk, Ui Hotice Inviting Bids will b carefully constcled so 45 Lo ensure
the best possible bid for the UG, in lisht of existing market conditions and other prevailing
factors. Parameters o be examined include:

15
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Limits between lowest and hishest coupons.
Disconnt or premium coupans

Use of bond insurance

Call provisians

The: Chief Financial Gifices will publish the Hotice In
edbond

1 Bicks amon prospecive bidders

o the proy

&3 Initlal Disclosure Requlreme nts

Debt anagement, toether with the Chicf Legal Counsel, Municips| Adviser and Disclosure
Counscl, . with input from various
ather ity (a5 applicable for a particular and putside
consultants, Each publicly offered debt issuance will meat the disclasure requirements of
the Securities and Exchange Commission [SEC) and other sovernment agencies befare and
after the band salc takes place. The disclosure documents, particularly the Offcial
Statement, will pravide the potential Investor with full and accurate information nacessary
10 make prudent investment decisions.

All primary disclasure dacuments, which are s part of the bond effering documents (e.g,
Official Statement], will ke apjsreved by the State Attamey’s Offica before baing taken to
the Commission for approval [see Section 6.4]. The UG will also pravide ongoing disclosure,
in accordance with the Cantinuing Disclosure Agreements executed when the financing is
authorized, as required by SEC Rule 15c2-1. Ongoing disclosure will also be approved by
the Chief Financial Offiear before it is disseminated 10 the marksts.

6.4 Approval Process
I coordinating the bond lance rocess, Chsf Fancial Offce wil wark with the Chict
Legal Comnsed, ather responsible City dep 1
bond related dacuments (se Chapter VIl for the rals of various auteid consultants], The
Chief Legal Caunsel will assess any legal issues that may arise with respect to the isuance af
u._ bon, I circumstances where thers may be [e3a] unusrtainty aboul some azpect of 4
proposed bond ransac tion, the UG may pursie |
mpm\n\ efare the Bonds are lsased. 12 band transactinn ls.contraversial and glves rse to
a reverse walidation action, the UG may find itself a party o that litigation, All proposed debt.
finaricings shal b authorized by the UG Commission.

active validation actian to ohtain judic

Section 7~ Financing Team Roles and Sclection Pracess
The Chicf Financial Officer, working vith the Chief Legal Counseland the Ui's Purchasing
Drpartment, shall e responsible For establishing 2 solicitation anelselection pracess for
securing professional services hal are required o develop and implement s debl issuance.
Goals of the solicitation and selection process shall include encauraging participation from
a ice providers, bath local and rational, amd securing services at competitive

s.

Section 7.1 Selection and Compensation

The rest of the policy talks about different disclosures that we are required to make as well as the

approval process.

Dett Policy

The of inancial advisars, trusbses, and through
a ducted by Db d may upon
fram advisars that are specifically skillad in the type of

being propasad.

Selection at cansultants will b made from either an as-needed pool, which is assembled via
a Request for Qualifications [RFQY praoess, er a separate RFP issued for a spe n
issuance. Onee the selectian of a Munwm\M o has prcurred, the Municipal dvisar wil
assist the UG i ) 5

truslees, L credit enhaicers, title and

insurance eampanies, and printers.

Compensation for Bond Counsel, Uisclosure Counsel, Municigal Adisors, and othes
consultants will b: a low s possible, given desived qualificalion leveb, St
indusiry standards.

The Uis may encumber and adwance the fees associated with municips| advisory services,
which are later reimburscd fram the bond praceeds, ar may enler into conlracts an a
contingent basis,

Compensation for the other service providers listod above is typically included in the cost of
ssuance and paid from the bond proceeds. The ongoing truster fee, scmiannually or
annually, for a bond issuance is bud zeted under administration eosts and appropriated in
respective bond payment accounts,

“The Chicf Legal Counsel wil take the Iead in sclecting the Band Counsel and the Disclosure
Counsel, Generally, Band and Distlosure Counscl compensation is contingent on the:
issuance o bands and is either paid or reim bursedl fram band praceeds. This practics is
generally consistent with industry standards.

Fligibie UG staff costs relatad ta issuancs of long tem bonds may
bond proceeds.

150 be reimbursed fram

7.2 Financing Team: Cutside Consultants
Contracts with Municipal Advisars, Band Caunsel, and Disclasure Counsel will b processad
in accordance with UG administrative pracedures.

B Municipal Advisors
S e, he Chiet Financal Offcerwill iy a Independant Municipal Advsor. Tha
primar respansibllties of the Municipal Aduisor are to advise and assist on bond decument
negatiations, ansactivn structuring including advising on pricing and tall provision optians
and liming of ssuanoe, running deblservice cash flow nambers, obining ratings on lhe
proposed issuance, and generally dependent fisancial consiltant and

ccoriric e boad met g

The: Municipal Atvizor willalse sevve Uhe UG as 4 Muricipal Advisor, as defines by and in
aconrdance with thee Dol rartk Wall SLieet Bisform and Consumer Pratetian tl, Thee

Debt Policy

Hunicipal Advisor has a fiduciary duty ta the UG. Fiduciary duty is zznerally understacd to
encompass a duty of loyalty and a duty of care ta the public agency

E. Bond Counsel

The UG will retsin external Bond Caunsel for all debt ssuances. As part of its respansibility
in the debt issuance process, the UG's Chiet Legal Caunsel will coardinats the selection af
Fionel Counsel. Rond Eounsel will prepare the neressary authorizing resolutions, oroina noss,

agreements, and other legal documents necessary to exarute the financing. All debt issued
by the UG will inclute 3 custamary approving legal apinion of Band Caunssl.

. Disclosure Counsel

The: UG may retain Disclosure Course] fur public issusnees tal enlail UG disdosure, in
which such services may ke providesd by the Municipal Advisary firm, unde rariter’s caunsel
all be required o defiv tarnary 10{b)-5
opinien an UG offering documents. The Ui's Chief Lezal Counsel and the Chicf Financial
Officer shall aversee the seleclion of Discdlosure Counsel. The Disclosure Counsel will werk
with UG stafl Lo draltall disclosure ducuments for a band financing,

nd Boned Ceun Disclosure Counsel sl

The UG's Chick Legal Counsel may cngage scparate firms in the capacity of Band and
Dizclozurc Counsel or one sinzle firm to perform bend and disclosure counsel functions,

The UG alse retains services contracts with band counsel and the municipal advisory firm ta
review the UG materials that are 1o reach investors or the securities markets,

D, Broker Dealer! Underwriters
For @ competitive sale, the criteria used to select a broker-dealerfundenwriter shall be the
bid providing the lowest true interest cost to the UG.

For a negotiated sale dabt issuance, the Chisf Financial Officer, warking with the Municipal
Adlvisar, will identify broker-dealers/underwriters, The Chizt Financial Officer will
recommend to the County Administrator d‘\e selected broker-dealer/underwriter or a
syndicate of Frarke r-deal iters will be required to demanstrate
sufficient capitalizatian and experience nﬂlar?d to the debt issuance being propesed, among
ather eritaria detarmingd far 2ach Esuanca. Tha Chisf Financial Officar will consider the
fallewing eriteria in selecting a broker- dealerfundarwriter andfor a syndicate:

«  Expericnee with the particular type of Financing, and size of the financing

o Overall experience

*+  Familiarity with UG issues

»  Marketing expertise

*  Distributian capability

*+  Previous 25 managing o o ok Jundenwriter

»  Financial strength, as evidenced by the fion® ettt sl iR
+  Fuperience af the public finance taam assigned to the financing

*  Resources to complete the financing

Compensation
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The approval process involves a whole myriad of people including myself, the Chief Legal
Counsel, our Bond Counsel, our Municipal Advisor, and then we get to the State of Kansas also
reviews all of our bond issues. Of course, the Unified Government’s Commission and Mayor

approves all of the bond issues. Everyone is looking at all these documents and it includes a lot

of people.

Ber Policy

»  Community Reinvestment

L lrusbee / Paying or Hscal Agent

A Truslee or - e in bk o sl
company  appeinted in the indenturc or bond resalution to act as the sgent of the issuer to
pay principal and interest from monics providest by o on behalf of the fssuer,

Payingar Fiscal Agent duties are typica ly limited to receiving maney from the isuer and
paying principal and interest to bonahslders on behalf of the issuer. A Trustee, in addition 1o,
performing the dutics of a Paying Agent, is responsible for establishing and holding the
funds 2nd accounts relating & the bon issuance, including accounts for band proceeds and
revenues, determining that the conditians for disbursement of praceeds and revenues have
Been met, and, in some cases, collecting revenuss, and executing investments,

The Trustes Paying Agentselicitation and selection is tyically cacrdinated by the
Wunicipal Advisor in consultation with the Chief Financia! Cificer for a new band issuance
The Dbt Klanazemant Division will monitor the angaing perfarmance of a Trustes /Paying
Agent. The: Chief Finaneial Gificer may pesiodically soliit for trustees or paying agent
services fram qualified commercial and trustee banks,

F. Other Service Prasiders
Other professianals may be selected, at the diseretion af the Chief T Officer, on an
as-needed basis, These inelude the services of revenue or market feasibility stury, crsdit
rating agencies, escrow agents, bondl insurance praviders, credit and liquidity hanks,
Verification agents, fitle insurancs companies, and serices related ta printing,

Setion 8 — Refunding of City Indebtedness.
The: UBG will consider refunding, its existing debt when henwelits of the refinding outweigh the.
cosks and rishs,

£1Types of Refunding
A Current Refunding

& current refunding is one in which the refunding bonds are issued less than 90 days before
thes hate: upun which the refunded bands will be redeermed,

B, Advance Refunding

A advance refunding is one in which the refunding bonds are issucd more than 90 days
prior ta the date Upan which the refunded bonds will be redeemed. Adanc retundings are
used 10 refinance bafore the date i dugor
callable. Procesds of i bonds are placed into accaunt with a
fiduciary and used to pay Intarest and prinipal an the refundsd bonds and then used to
rerieetn the refunded bonds at their maturity o call date Interal Revenu Code §119(d)(3)
provides that govemmantal bands issuad aher 1985 may anly be advanced refunded ance
aver the life of a bond issuance. Due to the 2017 new tax lew, advanced refundings are no
langer allawed for municipaltiss

£2 Refunding Considerations

Then I just wanted to point out, we didn’t really have this written out anywhere, but how we select

et Policy

Refundings may be undartaken to:
*  Tahe advankaze of lower inkerest rabes and achieve debt service cost savings
+  Fliminate restrictive or burdensame hond covenants
*  Restructure debt to ither shorten/lengthen the duration of debt or free up reserve
funds
» Refund oulstanding indebledness when existing financial struc ures impinge on
pruent and sound f gement

Generally, the UG will consider a refunding only when there is a net eoonomic benefit; e,
swhent Eheere is an agare gate nel present value saving, expressed as o pereenlage of the par
amount of the refunded bonds, al 3% and above Tor a currenl efunding, In addition, in the
casc of an advance refunding which is not allowed under current tax law, consideration is to
be given to the impact of inefficient investment yiclds in the refunding cscrow account fie.,
yield on the escrow investment is less than the yield on the refunding bonds, This
ineticiency is also known as negative arbitrage.) Agzregate net present value savings should
b greater than the azgregate amount of negative arbitraze to achicve an economic benetit,
These savings requirements for a refunding may be waived by the Chief Financial Officor
upan a finding that such a restrueturing is in tha UG's averall best financial intzrest

£.3 Refunding Escrow Investment
The UG will seek to purchase State and Lacal Gavernment Securities (5LG5] ta fund its
retunding escrows. However, at the discretion af the Chisf Financial Officer, the UG may
chanse ta fund an escrow thraugh purchase of traasury securities on the apan market when
markat canditians make such an aption Anancially preferred or necessary.

Section 9 - Post Issuance Compliance and Administratian
The following discuss administrative funetions related to debt nat discussed in the Tax-
Exempt Financing Compliance Policy and Mrocedure ar the Securities and Continuing

Disclasure Matters Camp!

we Fravedure

9.1Investment of Band Proceeds
The praceads of the bond sales will be invested until used for the intended project in arder
o maxirmice ulilization af the publ
Bighest level of safety. The Uy Cash o
abjectives and citeria far investment f band praceads
bond trustees unser the direction of the Chief Hnancial Officer, will invest the bong
proceeds in a maner o svoid, il possisle, and minimize amy petential negative abilraze
aver the life of the bond issuance, while com plying with arbitrage and lax provisions.

ek, The investmen s will be made L ehilain the
d Investment Palicy and the bond indentures govern
The Chief Financial Ofieer, of the

9.2 Arbitrage Compliance

The Chief Financial Offices shall establish and maintain a system of record keeging and
reporting Lo meel the arbilrage rebate compliance requirements as required by the Tederal
tax code. This effort shall include tracking investment earnings on bond proceeds,
calculating rebate payments in compliance with tax law, and remitting any rebate earnings
to the federal government in a timely manner in order to preserve the tax cxempt status of
the UG's outstanding dabt issuances.

the financing team and how they’re compensated is all detailed in here as well.
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Bebt Policy

Additionally, genersl financis| reporting and other tax cartification requirements embacied
i i in compliance. The
angoing compliance verification function will be coardinated by the Debt Management
Division

9.3 Ongoing Disclosure
The Ui will i i inatimely p ive:
mmanner, as stipulated by the SEC Rule 1562-17. The Chisf Financial Officer [CFC) shall be
responsible for praviding angeing disclosur infarmation to the Lunicipal Sseurities
Rulemaking Doard's (MSRE's) Clectronic Municipal Market Sccess {TMME] sgstern, the

i SF by municipal issuers., The:

€FOis responible for
stale and national regulator s including Accounting Standa res Board
{651, Uhe: National Feceration of Municipal anakysts, the Securities and bchange
Comenission (ST, and Generally Acoepled Accounting Principles [GAAP). The UG mary ulso
emplay the servieess of firms that mprove the availabillty of ar supplerment the UG [MIA
flings.

The: Ut will prvics full ard complete financial disclosune o rating agencies, institutionl
and indivical investors, olher levels of government, and the general public 1o share clear,

financial infarmation usi ppropri
channcls/policics/procsdures.

9.4 Compliance with Other Bond Covenants.

In addition to financial sisclosure and arbitrage compliance, ance the bands are issued, the
UG is respansible for i thall ings, -

o each bond issuance on an ongoing basis. This typically includes ensuring:

Annual apprapriatian of revenues o meet debt service payments

Taseslecs are levied Jicable

Vinely ansfer of debt service/rental payments to the trustes o paying agent
Compliance with insurance requirements.

» Compliance with rate covenants where applicable:
» Recordkeeping and continued public use of financed assel
« Campliance with tax coenants including the timly spand-dowin af project fund
procesds
» Compliance with all other bond covenants
The i
work with the Chicf Logal Counsel and all ather to monftor
9.5 Compl porting
The UG will jred State and i lated to bond and
laan abligations.
TR il Ananclabph
E
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Quality Control and Quality Assurance

Itis the respensibility of the Chiaf Financial Officer to ensurs the prasence af pransduras
that provide sufficient guidance to affacted Unified Gavernment persannal ta fulfill tha
intent of this policy.

These policies will be reviewed bi-at et annually and updated on an as-needed basis. n
the avant thara ars propassd exceptions from the Debt Policy when a certain hond issue i
structured, thase exceptions will be discussed in the applicable staff reports when the bond
s s ddocke Led For UG Cam missian conside ratian, Ay exceplion will alsa be stated in the
financing resalution or prdinance ta be approved by Commission for the orespanding
bend offering,

Metrics:
Tar be develaped and marwged sccordingly.

Definitions and Acronyms:
Arbitrage - With respect to municipal bends, arbitrage is the profit made from investing the
proceeds ol lax- exempl bonds in higher-yielding securities,

Debt is towards the back-end,
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Bebt Policy. Debt Policy

Broker-Dealer/ Underwriter - An investment banking firm which, singly or 35 3 member of Hatianally Recognized ldunicipsl Sacurities Informa tisn Repasitory (HRMSIR) - NRLSIA is an
an undensriting Zroup or syndicate, agrees o purchase a new issue of bands from an issuer acranym for Nationally Recognized Municipal Securities Information Repository. HRISIAS
are the repasitaries far all annual reparts and event natices fleel under SEC Rule 15221,

SEC Rule 156212 - A rule promulzated by the SEC under the Securitias Exchange Act of 1931
conearning disclosurs and cantinuing discl p el

Securities. and Fxchange Commission (SFC) - A federal agency which aversses and regulates

stock, bond, and athar financial markets,

Debt Serviee - The total interest, principal and mandslory sinking fund payments duc al any

+ Seclion 103 0f Uhe Internal
used for ith the

Hlectronic Municipal Market Aceess (EMMA) System - The EMMA system created by the

WISKE s 2 comprehensive, centralized anling source for market transparency data, True Incerest Cost [TIC] - A methad of calculating bids for new issues of municipal securities
educational material about the municipal securities market, and froe access t municipal that takes inta consideration crtain costs of issuance and the time value of maney
disclosures. Effective July 1, 2008, EMPA became the single, official repository for

& dated by the SEC in December Undenwriter Syndicate - 4 group of undenwriters formed to purchass {undensrite] a new
2008 ssue of municipal securities fram the issuar and offer it far resale to the zeneral public. The

Escrow Agent - With respect ta an refunding, the cammercia| bank or trust
eompany retainad ta hoid the in purchasad with the proceeds of the refunding
and, custamarly, to use the amounts receiuad as payments on such investments to pay debt
service on the rehunded bonds.

Generally acospe Accaunting Principles {GAAP] - A widely aocepted set af rules
conventians, standards and proceduras far reporting financial information, as established by
the Financial Accounting Standards Board, Vil

Government Aecointing Standards Biard (GASE) - & standard-setting body, associated with
the Financial Accounting Feundation, which prescribes standard acceunting practices for
governmental unils,

King Board [MSRD) - 4 i
e Securitics Acts Amen harged with

orea o
5 authority over dealers, dealer banks, and brokers in municipal

primary ruler:
sevurilies,

The last thing is for some of that jargon that we have or maybe if there’s some information—if
there’s any words that you’re not sure what they mean or what the definitions are, we have added
a section at the very end that has a glossary with lots of terminology that’s been defined here.
That’s all I have for tonight. I just wanted to give you opportunity to ask any questions. I
would encourage that we set up separate meetings so we can talk in more detail about some of

these items. I enjoy your feedback.

Chairman McKiernan asked if there were any questions or comments from the committee.

Commissioner Walters said I have just a couple of brief questions. Did I see anything in our
policy about temp notes? Ms. VonAchen said I’'m happy to add temp notes to—there is a
definition on temp notes. It talks about what they are. Yes, here it is right here. Commissioner
Walters said so it says—well we can talk about this at our one-on-ones, but it sounds like the UG
may or may not issue temp notes for projects. Is that what that says? You may choose to issue
temps. Ms. VonAchen said yes, that’s right. Commissioner Walters said it’s our option. My
second comment is just as we talk about transparency, I would really like to figure out a way to
get on a single sheet of paper all of the debt values that you talk about in this policy and one I
hadn’t really thought about until you mentioned it and that’s all the unfunded benefit and go

forward debt. I guess you would call it debt. It’s certainly an obligation. Anyway, it would be
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really nice to be able to summarize that on one single sheet so that we, as commissioners, could
sort of monitor that from year-to-year and you could advise us more clearly on where we stand on
some of these ratios, coverages and things like that. That’s all [ had. Ms. VonAchen said I’d be
happy to do that. I did want to—page 59 of the CAFR has all of the Unified Government’s long-
term liabilities. What it presents is the outstanding balance on the first day of the fiscal year, any
additions, deletions and then the outstanding balance on the last day of the fiscal year. It includes
the BPU, the pension, the retiree health, all of our economic development, all the general funded
backed debt, the general obligation, the sewer everything and—Commissioner Walters said not
the temp notes. Ms. VonAchen said not the temp notes because the temp notes are not a long-

term liability. Yes, that’s right.

Commissioner Townsend said as I review this again and listening to what you’ve said this
evening, the strikeouts remove what is no longer our policy. Is that it? Ms. VonAchen said that’s
right. Commissioner Townsend said what you presented here for further comment is a review of
what our current policy is correct, minus the strikeouts. Ms. VonAchen said yes. I mean a lot
of—for the most part. See the strikeouts are the current policy. All of the blue area is new policy
but I have to qualify that much of the policy that is new in blue that I wrote in there documents our
existing practices. I would say that the actual only difference or change in our current practices is
found in Section 4 which talks about the Debt Guidelines. Yes. Do you understand?

Commissioner Townsend said okay. Thank you. Ms. VonAchen said the debt ratio guidelines.

Chairman McKiernan said that was going to be my one comment is that with this policy as with
many others, I think you’ve done a nice job of documenting, putting into a document what has
been and still is our standard practice, our operating procedure. It’s nice to have it so documented.

Thank you.

Chairman McKiernan said it looks like there are no other questions. We will consider this and
we’ll have the opportunity for individual meetings and then you’ll bring this back next month for

consideration by this committee. Ms. VonAchen said right.

Action: For information only.
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Item No. 3 — 184... REPORT: 2018 SMALL BUSINESS GRANT PROGRAM
Synopsis: A presentation on the 2018 Small Business Grant Program and the plans for Kansas

City, KS small businesses in 2019, Shaya Lockett, Small Business Liaison.

SMALL BUSINESS GRANT
UPDATE

Presented January 14, 2019

Small Business Liaison Goals

* Increase the number of Small Businesses in WYCO, particularly the Urban
Core

* Make the Unified Government a positive resource for Small Businesses

* Make Wyandotte County the “friendliest” Small Business Community in the
Metro

* Increase awareness and utilization of Business Tools Available through the
Unified Government (NRAs, Land Bank, and Small Business Grant)

Shaya Lockett, Small Business Liaison, said as the Commissioner stated this is an update on our
Small Business Grant that we house in the Economic Development Department and before we get
into the grant, I wanted to update you all on some of the goals that we’ve set for the Small Business
Liaison. As you’re aware, the Small Business Liaison is a newly created position in the 2018

Fiscal Year and the goals for that position, which is my position, is to increase the number of small
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businesses in Wyandotte County, particularly the urban core. To make the Unified Government a
positive resource for small business. To make Wyandotte County the friendliest small business
community in the metro. To increase the awareness and utilization of business tools available
through the Unified Government which include our NRA, Land Bank and Small Business Grant.
These goals were set by our department after meeting with several small businesses and hearing
some of their concerns and some of needs so we set these as our target goals for the Small Business

Liaison.

Small Business Grant Goals

® Assist existing small businesses (100 or fewer employees) primed for
expansion or moving to the next level in business or job growth

® Target areas include the Downtown Corridor and older Urban Areas of
KCK

The Small Business Grant in line with the Small Business Liaison, the goal is to assist the existing
small businesses with 100 or fewer employees that are prime for expansion or moving to the next
level in business growth and to target areas. The target areas include our downtown corridor and
our older urban areas of KCK. It’s specifically for businesses that are looking to grow within

specific areas of Kansas City, KS.
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Grant Types

1. Commercial lease rate subsidy
(up to six months) 2018 Grant Recipient
KCK Dental Professionals —
Business Expansion
* Purchased new building
* Grant assisted in paying
for roof repairs

2. Costrelated to expansion,
purchase or lease

We have two grant types which are Commercial Lease Rate Subsidy and that lease rate subsidy
can be for up to six months and it can be no more than $10,000 and then the cost related to
expansion, purchase or lease which is what most of our grants are falling under which are small
businesses that are either moving into new buildings that expand and they need new equipment
and things like that. This is just a picture of one of our 2018 grant recipients, KCK Dental
Professionals. They’re currently on Minnesota but they also purchased a new building located at
731 Minnesota Avenue and they are going to be expanding their business, keep their current

location, and then they’ll do some specialty services out of this building.

Ineligible Grant Uses

* Home based businesses
* Liguor Stores

® Bars and establishmentsthat sell alcohol with
less than 50% in food sales

® Seed Capital
* New businesses

® No job creation
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We thought it was important that we point out the ineligible grant uses. Home based businesses,
liquor stores, bars and establishments that sell alcohol with less than 50% in food sales, seed
capital, new businesses and those that do not create any jobs are not eligible for the Small Business
Grant. The purpose of the grant is to increase the number of jobs is to increase the number of jobs

we have in our community and to help those that are already growing—those businesses grow.

Program Funding

® The Small Business Grant Program was previously funded through a
percentage of the UG Industrial Revenue Bond (IRB)issuance fees.

® The program is currently funded $ 50,000 as a portion of the yearly
Economic Development budget

Our program funding initially was through the UG Industrial Revenue Bonds (IRB) issuance fees
but recently the program was funded through our annual budget and it is $50,000 budgeted
annually. Chairman McKiernan said going back to that then, why the switch? Is there variation
or fluctuation in the IRB issuance fees and was this attempt to just make it a more solid and
dependable amount of money? Ms. Lockett said from my understanding, the purpose was to make
it a solid reliable amount that we knew we had from year-to-year. Chairman McKiernan asked
does the IRB issuance fees then defray a portion of this from the Economic Development budget?
Are they still coming in as one source of funding for this program? If not, what’s happening to
them now? Ms. Lockett said that would be—Chairman McKiernan asked are we not issuing
IRBs as much anymore or—Ms. VonAchen said I’'m sorry, can you repeat your question?
Chairman McKiernan said so it says that previously, and when we first brought this up, it was
funded through IRB issuance fees. Ms. VonAchen said yes, that’s right. Chairman McKiernan
said we came back in and we thought this was a great way to invest those fees back into developing

small businesses. Now it says that’s not the case or it’s funded by a portion of the yearly Economic
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Development budget, so my question is, what’s happening to the IRB issuance fees? Are we not
issuing as many IRBs and, therefore, not getting as many fees? Are those fees going somewhere

else in our cashflow in our budget? I’m just curious why the change.

Katherine Carttar, Interim Director of Economic Development, said I can grab this. Itisina
roundabout sort of way you could probably say that it is still being supported by the IRBs, but in
reality, the IRB issuance fee is going into the general fund and this is just being taken directly from
the general fund. I think there was a concern of tying those two together due to the fluctuation.
Chairman McKiernan said so this smooths out the fluctuations. Ms. Carttar said yes.

Chairman McKiernan said perfect, thank you. That’s all I needed.

Ms. VonAchen asked can I add to that for a moment. Actually, in our debt policy I was just
presenting, there’s also language to allow us to charge developers for the cost of staff time for
what it took to issue special obligation debt. We’re actually going to be augmenting the revenue
collection related to not only industrial revenue bonds, but also bonds that we issue on behalf of—
to recover our cost we have that we issue for economic development projects. For example, the
Legends Apartment Complex. That was a project that staff worked on for about two years and we

weren’t able to recover all of our time for that. That’s one thing that we’re going to do.

The Application Process

Business submits application and required documents

Small Business Liaison (SBL) reviews applicationand documents

SBL interviews applicantand scores according to Point Matrix

If business qualifies, SBL forwards application to Administration for approval

When approved SBL notifies Finance Department of grant amount

B N B

SBL notifies business and obtains required signatures
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Ms. Lockett said this is just a quick overview of the application process. When a business is
interested in a small business grant, they’ll submit their application and the required documents
which include a year of their previous year’s tax statements, a certified copy of what it is that the
grant funds will be going to. If it’s equipment, it will be an invoice for the equipment cost and
things of that nature as well as their W-9s for repayment. They submit all those documents to our
office. We’ll review the application and documents. At that time, we’ll set up an interview with
the applicant. Based on the interview we score them on a point matrix which is set up in the grant
application and if the business qualifies then we forward a memo to Administration for approval.
Based on approval, then we notify our Finance Department of their grant amount and then we

notify the business and obtained the required signatures for them to receive the grant.

2018 Data

* Business Outreach Began in May 2018
* Small Business Liaison met/spoke with over 60 business
* 11 applicationssubmitted

* sapproved

* 2did not meetrequirements

* 4 denied due to lack of funding

* Please Note: several other business inquired about the grant but
were informed all funds for 2018 were allocated

Just some information on 2018. I think it’s important to note that the Business Outreach began in
May of 2018. It was not the entire year, but I was able to meet and speak with over 60 businesses.
We had 11 applications submitted. Five were approved. Two did not meet the requirements and
four were denied due to lack of funding and I think that it’s important to note that even after those
four were denied, there were several other businesses who inquired about applying for the grant
but they were notified that all the funds for the year had been allocated to other businesses. Those

businesses were encouraged to reapply in 2019 if they were still interested.
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2018 Grant Recipients

Business Name Address Amount Purpose

Delores Home Training 7735 Washington Ave, 510,000 | Costsrelatedto renovation and

Center, Inc. Suite E&F Equipment

Miguel's Catering 1702 State Ave. $10,000 | Costsrelatedtorenovation,
equipmentand marketing

KCK Dental Professionals | 731 MinnesotaAve. $10,000 | Costsrelatedtorenovations

Union Press 626 Kansas Ave 510,000 | Costsrelated tonew equipment

Big Grill and Maore 501 N.6" Street $10,000 | Costsrelated to marketingand
equipment

These are our 2018 grant recipients. Delores Home Training Center, Miguel’s Catering, KCK
Dental Profession also, Union Press and Big Grill and More. It list out the amount they were given

and what the grant is used for.

Chairman McKiernan said this is funded basically a first come, first meet the criteria basis, right?
Ms. Lockett said currently, yes. Chairman McKiernan said I really appreciate the fact that you
have stepped up your efforts to make sure that as many small businesses as possible are aware of
the existence of this and have the opportunity to get in early because one of the concerns I think
has always been that we make sure this is broadly available and broadly communicated across the
entire community so that everyone has a fair opportunity to get in. I appreciate that you’ve really

stepped that up this year. Ms. Lockett said thank you.
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2019 Initiatives

® Contract with Sourcelink Pro for
CRM system to track data and
business interactions

® New Marketing Campaign "WYCO
loves Local”

® Modify Small Business Grant
Requirements

Ms. Lockett said I wanted to update you all on some of our 2019 initiatives that we’re really
excited about. We recently signed a contract with Sourcelink Pro which is a customer relations
management system for us to be able to track our data and interactions with our business owners.
For most of 2018 we were keeping records but it wasn’t to the degree that Sourcelink Pro can. It’s
a database that allows us to communicate with the business owners to be able to send out mass
emails, to be able to directly refer them to resources and we have our signed contract. Hopefully,
we’ll be getting trained on it and up and running in February.

The next thing is our new marketing campaign, to the point that we want all of our
businesses to know about our small business initiatives and know that the Unified Government
supports local businesses. We are starting a WYCO Loves Local campaign and we will be working
with a local graphic designer to design our marketing materials and this will be an opportunity for
us to highlight various small businesses throughout Wyandotte County. We’ll work with our
NBRs and governing bodies to get the information out to differences businesses as well as staff.

We’re also looking to modify our Small Business Grant Requirements. As you can see,
there is a great demand for the grant and as we get more small businesses that are moving to
Wyandotte County and Kansas City, KS, we want to make sure that our guidelines and our
parameters are set up so that all businesses have an equal opportunity to receive grant funding.

We are looking to make revisions to our grant process. That is all that I have.
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BPU Board Member Bryant said it looks like every applicant applied for the max and received.
Ms. Lockett said yes. BPU Board Member Bryant asked did you have any applicants that came
along later that requested less than $10,000. Ms. Lockett said every applicant has requested
$10,000 and pretty much most of them qualified based on the point matrix for $10,000, which is
one of the things we would like to look at possibly changing.

Commissioner Townsend said I think the presentation zeroes in what a difference it makes to
have a person dedicated in the department to moving forward with this type of service to the
community targeting small businesses. That leads me to the question about definition. Since one
of the goals is to increase small business, how are we defining a small business for the purposes
of this program? Because we won’t know if we’ve increased any over what we’ve had until we
know how we’re defining small business. That’s the first question. Ms. Lockett said at current,
small businesses are currently defined as a business with 100 or fewer employers and that is also
one of the things that we would look to possibly change in our near future because that
encompasses the majority of our businesses in Wyandotte County.

Commissioner Townsend asked where are we getting that 100 from? Is that some
designation by the Small Business Administration? Somehow, I had a number a lot less than that
in mind, but that’s why I’m asking the question so that we all are reading off the same page. Ms.
Carttar said, Commissioner Townsend, yes, we completely agree. The 100 or fewer has been
attached to the grant program, I believe, since its inception. One of the things that we’ve been
talking about and indeed what Ms. Lockett has been kind of focused on in terms of her outreach
has actually been more in line with the SBA number which is 20 or fewer employees. We think
that revision or potentially having a couple of different tiers might help actually get the grant
funding to the people who are most in need of trying to expand their businesses. Commissioner
Townsend said I think that’s important because like I said, 100 was not the number I had in mind
and I think that would not be. I think it was Commissioner McKiernan that used the term fairness
and what we’re really talking about here and who we’re trying to target to help. I’d like to see us
hone in a little bit more specifically on what we’re defining or who we’re defining as small
businesses.

The second thing, is there any limitation in our current procedure, I can’t remember that

we put one in, on the number of times a company could come to us for a grant. Is it one and done
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or once every five years or have we talked about that at all? Ms. Lockett said the grant currently
reads it’s a one-time only grant. Commissioner Townsend said okay, alright. Well, thank you
again. Those were the questions that came to mind as I heard the presentation and again
congratulations to you and the department for moving in a direction targeting this segment of the

business population, our community specifically.

Chairman McKiernan said I have spoken with, I think three, of the grant recipients not only from
this year but from previous years, all who have substantially fewer than 20 employees and
definitely meet that criteria. All have said to me that the availability of this grant made a
substantially positive impact in their ability in one case to establish the business and in two other
cases to expand the business and the number of people employed by the business. It would seem
that we are beginning to achieve those goals that we set out at the very beginning. Thank you for

your work.

Action: For information only.

Chairman McKiernan asked are there any other comments or questions. Seeing none. That is

the last item of business on our agenda this evening.

Adjourn

Chairman McKiernan adjourned the meeting at 6:24 p.m.

tpl
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RESOLUTION NO. R-__-19

RESOLUTION AUTHORIZING THE UNIFIED GOVERNMENT OF
WYANDOTTE COUNTY/KANSAS CITY, KANSAS, TO AMEND ITS
MASTER EQUIPMENT LEASE PURCHASE AGREEMENT WITH BANC OF
AMERICA PUBLIC CAPITAL CORP, THE PROCEEDS OF WHICH WILL
BE USED TO PAY THE COSTS OF ACQUIRING AND INSTALLING
CERTAIN EQUIPMENT.

WHEREAS, the Unified Government of Wyandotte County/Kansas City, Kansas (the
“Unified Government”) desires to obtain funds to pay the costs of acquiring and installing some or all
of the equipment identified on Annex I attached hereto (the “Equipment”); and

WHEREAS, in order to facilitate the foregoing and to pay the cost thereof, it is necessary and
desirable for the Unified Government, to amend its annually renewable Master Equipment Lease
Purchase Agreement (the “Lease”) with Banc of America Public Capital Corp (the “Lessor”), dated as
of October 17, 2013, to extend the Origination Period (as defined in the Lease).

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COMMISSIONERS
OF THE UNIFIED GOVERNMENT OF WYANDOTTE COUNTY/KANSAS CITY KANSAS,
AS FOLLOWS:

Section 1. Authorization of Lease Amendment. The Chief Financial Officer of the Unified
Government of Wyandotte County/Kansas City, Kansas is hereby authorized to execute Amendment
Number 6 to the Lease (the “Amendment”), attached hereto as Exhibit A, and take all other necessary
action to amend the Lease.

Section 2. Authorization of Lease Transaction. The Unified Government states its intent to
lease pursuant to the Lease and pursuant to separate Schedules of Equipment (the “Schedules”) some
or all of the Equipment in a maximum principal amount of $11,500,000. The Equipment to be leased
and the related Schedule will be approved by subsequent resolution(s) of the Board of Commissioners.

Section 3. Authorization and Approval of Unified Government Documents. The
Amendment is hereby approved in substantially the form submitted to and reviewed by the Board of
Commissioners on the date hereof, with such changes therein as are approved by the County
Administrator, the County Administrator’s execution of the Amendment being conclusive evidence of
such approval.

The obligation of the Unified Government to pay Rental Payments (as defined in the Lease)
under the Lease and any Schedules is subject to annual appropriation and will constitute a current
expense of the Unified Government and will not in any way be construed to be an indebtedness or
liability of the Unified Government in contravention of any applicable constitutional, charter or
statutory limitation or requirement concerning the creation of indebtedness or liability by the Unified
Government, nor will anything contained in the Lease or any Schedule constitute a pledge of the
general tax revenues, funds or moneys of the Unified Government, and all provisions of the Lease and
any Schedule will be construed so as to give effect to such intent.

The County Administrator is hereby authorized and directed to execute and deliver any
Schedules on behalf of and as the act and deed of the Unified Government.



Section 4. Further Authority. The Unified Government will, and the officials and agents of
the Unified Government are hereby authorized and directed to, take such actions, expend such funds
and execute such other documents, certificates and instruments as may be necessary or desirable to
carry out and comply with the intent of this Resolution and to carry out, comply with and perform the
duties of the Unified Government with respect to the Lease, any Schedules and the Equipment.

Section 5. Effective Date. This Resolution will take effect and be in full force from and after
its passage by the Board of Commissioners.

ADOPTED by the Board of Commissioners of the Unified Government of Wyandotte County,
Kansas City, Kansas, this March 28, 2019.

David Alvey, Mayor/ CEO

ATTEST:

Unified Government Clerk

APPROVED AS TO FORM:

Chief Counsel



Exhibit A

B a.n k Of Am e r i Ca ﬁ\)ml\zggtrgfrlgqﬁ?p%beer:tiease Purchase Agreement

dated as of October 17, 2013

This Amendment Number 6 made this 28th day of March, 2019 to the Master Equipment Lease Purchase Agreement dated October 17, 2013
(“Agreement”) between Banc of America Public Capital Corp ("Lessor") and the Unified Government of Wyandotte County/Kansas City, Kansas
(“Lessee™)

WITNESSETH:

WHEREAS, Lessor and Lessee are parties to the Agreement; and

WHEREAS, Lessor and Lessee desire to amend certain provisions of the Agreement;

NOW, THEREFORE, in consideration of the premises and the mutual obligations hereinafter contained, and for other good and valuable
consideration, the receipt whereof is hereby acknowledged, the parties hereto agree as follows:

1. Section 1.01 “Origination Period”: is amended by deleting the reference to December 31, 2018, and replacing it with December 31,
2019.
2. Except as amended hereby, the Agreement shall remain in full force and effect and is in all respects hereby ratified and affirmed.

Capitalized terms not otherwise defined herein shall have the meanings ascribed them in the Agreement.

IN WITNESS WHEREOF, the parties hereunto have caused this instrument to be executed by their duly authorized officers as of the day and year
first above written.

Banc of America Public Capital Corp (Lessor) Unified Government of Wyandotte County/Kansas City, Kansas (Lessee)
By: By:

Printed Name: Printed Name:

Title: Title:

Amendment to Lease Sch (General) 2-07 Page 1 of 1



Annex 1 - 2018-2019 Unified Government Lease Financed Equipment Projects

|CMIP Project # Item/Project Term (yrs) Rate* Principal** Interest***  Annual Pmt****  Service, Maintenance
2016 equipment (not financed)
NRC Computer Database upgrade 3 264,000 - 88,000 0
2017 equipment (not financed)
Fire Fire Truck Aerial 10 950,000 26,163 121,163 0
Fire Truck Quint 10 900,000 24,786 114,786 0
2018 Equipment (not financed)
X-Series Monitor Upgrade Repl Program (2018-
Fire 2021 LF) 5 400,000 10,528 90,528 0
2013 Pumpers-Quints 2 LF (2018-2027) 10 1,520,000 41,861 193,861 0
2019 Equipment (not financed)
Emergency Management-City Radio Encryption (2019-2021 LF) 3 288,000 7,580 96,000 0
Fire Department Aerial/Quint (2019-2029 LF) 10 900,000 24,786 90,000 0
Pumper (2019-2028 LF) 10 790,000 21,757 79,000 0
Police Department Patrol Vehicles (30) 2019 (2019-2021 LF) 3 1,200,000 31,584 400,000 0
Public Works Fleet Vehicles (2019-2021 LF) 3 105,000 2,764 35,000 0
Transit Light Duty Cutaway Buses-1 (2019-2023 LF) 5 103,795 2,727 20,759 0
Emergency Management-County Radio Encryption (2019-2021 LF) 3 195,000 5,132 65,000 0
County-Aging Transit Ford Transit Van-1 (2019-2023 LF) 5 72,000 1,891 14,400 0
Special Street & Highway-City Public Works Skid Steer and Trailer (2019-2023 LF) 5 100,000 2,627 20,000 0
Fire Department Pumper (2019-2028 LF) 10 790,000 21,757 79,000 0
2013 Pumpers-Quints 2 (2019-2028 LF) 10 1,580,000 43,513 158,000 0
Parks & Rec 2018 Greens Mower (2019-2023 LF) 5 40,000 1,051 8,000 0
2018 Fairway Mower (2019-2023 LF) 5 75,000 1,970 15,000 0
Contingency Other 1,227,205

TOTAL

* Interest is estimated, based on a formula in the master lease. Estimated rates as of February 4, 2019:

3year:
5year:
7 year:
10 year:

2.632%
2.627 %
2.671%
2.754 %

** Principal column is the estimated total purchase price without interest if paid for by cash.
*** Interest column is the annual interest amount using estimated rates.
¥k Fotimated

$ 11,500,000
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Published

RESOLUTION NO. R-

WHEREAS, budgetary and financial policies contain high-level principles and
requirements that an organization must follow, as formally agreed upon by management and a
governing body, in order to the direct the strategic vision of an organization;

WHEREAS, budgetary and financial policies inform organizational processes by providing
insight into standard functions and key risk and control points needing monitoring and take into
consideration risk assessments, mitigations and audit efforts to achieve operational efficiencies;
And, that policies help to shape strategic direction, so an organization can move to a mindset that
recognizes cost/risk avoidance as a critical public policy discipline.

WHEREAS, formal adoption of budgetary and financial policies by a governmental
organization is a recommended practice of the International City Management Association
(ICMA) and the Government Finance Officers Association (GFOA).

WHEREAS, the Unified Government executes debt instruments, administers debt
proceeds, manages ongoing disclosure and debt compliance, and makes debt service payments,
acting with prudence and diligence and with attention to prevailing economic conditions.

WHEREAS, the primary objectives of a debt policy are to establish guidelines for the use
of various categories of debt; create procedures and policies that minimize the UG’s debt service
and issuance costs; retain the highest practical credit ratings; and to provide full and complete
financial disclosure and reporting.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE
UNIFIED GOVERNMENT OF WYANDOTTE COUNTY/ KANSAS CITY, KANSAS:

Section 1. That the Unified Government Board of Commissioners hereby adopts the
debt policy included in Exhibit A:

Section 2. That the County Administrator is hereby authorized to execute in the name
of the Unified Government of Wyandotte County/Kansas City, Kansas, any and all documents and
instruments as may be necessary or desirable to carry out and comply with the intent of this
Resolution. And that all other Unified Government staff is further authorized to take such actions
as are necessary and proper to effectuate the purposes and intent of this Resolution.

ADOPTED BY THE BOARD OF COMMISSIONERS OF WYANDOTTE
COUNTY/KANSAS CITY, KANSAS, THIS 28" DAY OF MARCH 2019.

Unified Government Clerk
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PROPOSED REVISED DEBT POLICY
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Authority and Introduction:

The Mayor and the Board of Commissioners are responsible for legislation, policy
formulation, and overall direction setting of the government. This includes the approval of
financial policies which establish and direct the operations of Unified Government (UG) and
the Public Building Commission (PBC). Further, the Unified Government issues debt on
behalf of the Board of Public Utilities (BPU), which is an administrative agency of the UG.
The County Administrator is responsible for carrying out the policy directives of the UG
Board of Commissioners and Public Building Commission and managing the day-to-day
operations of the executive departments, including the Finance Department. This policy
shall be administered on behalf of the County Administrator by the Chief Financial Officer.

The Unified Government, through the County Administrator and Chief Financial Officer,
executes debt instruments, administers debt proceeds, manages ongoing disclosure and
debt compliance, and makes debt service payments, acting with prudence and diligence and
with attention to prevailing economic conditions. The UG believes that debt is an equitable
means of financing projects and represents an important means of meeting fiscal
responsibilities.

The debt policy primarily addresses debt instruments/securities issued by the UG in public
or private bond markets. This is consistent with examples of debt policies of other
comparable municipalities, Government Finance Officers Association (GFOA) guidelines, and
rating agency guidelines. The debt policies pertain to debt that is typically incurred when
capital is raised in the public or private markets, including borrowings from sophisticated
qualified institutional buyers, to meet the UG’s funding needs (the purpose and need for
financings is discussed as in Section 1). Such debt constitutes obligations whereby a third-
party has provided funds, which is evidenced by the formal execution of a bond or
certificate (or a similar instrument) and is held by the third-party until it is repaid.

The policy does not cover other obligations like contracts payable, notes payable, loans
payable (e.g., HUD section 108 loans), arbitrage liability, and net pension obligation (NPO)
and/or pension Unfunded Actuarial Liability (UAL) and Other Post-Employment Benefits
(OPEB). The UG’s Comprehensive Annual Financial Reports (CAFRs) provide a complete list
of the outstanding long term liabilities. The sections in the CAFR listing the long term
liabilities are: Governmental Activities Long-Term Liabilities and Business Type Activities
Long-Term Liabilities. Consistent with Governmental Accounting Standards Board (GASB)
standards, the net pension obligation (NPO) and OPEB obligation is reflected in the
Governmental Activities Note to the Financial Statements of the CAFR as a long term
liability.



Debt Policy

The policy documents the UG’s procedures and goals for the use of debt to finance UG
needs. A regularly updated debt policy, in conjunction with the Five-Year Capital and
Maintenance Improvement Program (CMIP), UG’s Capital Improvements Plan, the Five-Year
Long Term Financial Forecast, the Cash and Investment Policy, and the Reserve Policies,
serves as an important tool that supports the use of the UG’s resources to meet its financial
commitments and to maintain sound financial management practices. This policy is enacted
in an effort to standardize and plan the issuance and management of debt by the UG. While
the Debt Policy serves as a guideline for general use, it allows for exceptions in
extraordinary conditions.

Purpose of the Debt Policy:

The primary objectives of this debt policy are to establish guidelines for the use of various

categories of debt; create procedures and policies that minimize the UG’s debt service and
issuance costs; retain the highest practical credit ratings; and to provide full and complete

financial disclosure and reporting.

The UG’s Debt Policy is also designed to:

e Establish parameters for issuing and managing debt;

e Provide guidance to decision makers related to debt affordability standards;

e Provides information to the public on the use of debt and to industry participants
on the standards of the UG;

e Document the pre- and post-issuance objectives to be achieved by staff;

e Promote objectivity in the debt approval decision making process; and

e Facilitate the actual financing process by establishing important policy decisions in
advance.

A biennial review of the Debt Policy will be performed and any changes to the Debt Policy
will be brought forward for UG Commission consideration and approval. Further, in the
event there are any deviations or exceptions from the Debt Policy when a certain bond issue
is structured, those exceptions will be discussed in the staff reports when the bond issue is
docketed for Commission consideration.

Applicability and Scope:

This policy shall apply to all Funds under the budgetary and fiscal control of the Mayor and
the Board of Commissioners. Further, the Unified Government issues debt on behalf of the
Board of Public Utilities (BPU), which is an administrative agency of the UG, and as a result
this Policy is applicable to the BPU.

Policy:
Section 1 — Purpose and Need for Financing
1.1 Purpose of Financing

The UG borrows money primarily to fund long-term capital improvement projects, essential
equipment and vehicle needs, and to refinance existing debt. The issuance of debt to fund
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operating deficits is not permitted. Debt will be used to finance eligible projects only if it is
the most cost-effective means available to the UG.

While the “pay-go” means of using current revenues to pay for capital projects is often
considered the preferred means of financing because it avoids interest payments, it may not
be entirely equitable. The “pay- go” funding option requires current citizens to pay taxes
over long periods of time in order to accumulate reserves sufficient to pay for capital
projects. The UG would be able to undertake capital projects under this method only if
sufficient cash accumulates. Prudent use of debt financing rather than pay-go funding of
capital projects can facilitate better allocation of resources and increased financial flexibility.
[Refer to the Capital Asset and Equipment Investment and Management Policy for criteria
for “pay-go” funding.]

The four primary borrowing purposes for which bond proceeds may be used are
summarized below:

A. Long-Term Capital Improvements: The UG prepares a multi-year Capital and
Maintenance Improvements Program (CMIP) budget working with asset managing
departments in accordance with Commission approved Capital Asset and Equipment
Investment and Management Policy. The CMIP budget includes projections for
upcoming fiscal years and is updated during each Annual Budget process or if there are
significant changes to the scope and/or cost of projects. In accordance with the Capital
Asset Policy, future operations and maintenance costs associated with capital
improvement projects are developed and identified prior to submission of the project
for approval. The Financial Department works with the Public Works Department to
ensure that accurate and complete budgeting of the CMIP is prepared as part of the
Annual Budget process.

Since the aggregate cost of desired capital projects generally exceeds available funds,
the capital planning process prioritizes projects and identifies the funding needs. The UG
will initially rely on internally-generated funds and/or grants and contributions from
other governments to finance its capital needs. Debt is issued for a capital project only
when it is an appropriate means to achieve a fair allocation of costs between current
and future beneficiaries and if a secure revenue source is identified to repay the debt.

The Finance Department, working with UG departments within the context of the
Capital and Maintenance Improvements Program and the UG’s Five-Year Long Term
Financial Forecast, oversees and coordinates the timing, processing, and marketing of
the UG’s borrowing and capital funding activities. Close coordination of capital planning
and debt planning ensures that the maximum benefit is achieved with the limited
capital funds. The debt management process determines the availability of funds which
can be raised through debt based upon the debt capacity/affordability analysis.

B. Essential Vehicle and Equipment Needs: In addition to capital projects, the UG regularly
finances certain essential equipment and vehicles. These assets range from public safety
vehicles to information technology systems. The underlying asset must have a minimum
useful life of three years. Short-term financings, including loans and capital lease
purchase agreements, are executed to meet such needs.
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C. Economic Development Needs: The Unified Government strives to foster an
environment in which small and large businesses thrive, jobs are created,
redevelopment continues, tourism grows, and businesses locate in the community. To
achieve these objectives, The UG regularly finances certain land acquisition, site
preparation and infrastructure improvements related to economic development
projects as a means of incentivizing private sector firms to invest in the community.

D. Refinancings/Refunding of Existing Debt: The Chief Financial Officer working with the
Municipal Advisor periodically evaluates the UG’s existing debt and executes
refinancings to achieve one or more of three objectives: reduce future interest costs,
restructure debt to reflect changing debt service revenues, and to redefine bond-related
legal requirements. A refinancing may include the issuance of bonds to refund existing
bonds or the issuance of bonds in order to refund other obligations.

1.2 Financing Priorities

All borrowing requests or debt refunding proposals shall be reviewed by the Chief Financial
Officer. The Finance Department shall be responsible for analyzing the proposal to
determine if it is beneficial to the UG and complies with the UG’s long-term financial
planning objectives. Borrowing requests include any debt or refunding proposals made to
the UG involving a pledge or other extension of the UG’s credit through the sale of
securities, execution of loans or leases, or making of guarantees or otherwise involving
directly or indirectly the lending or pledging of the UG’s credit.

For each financing proposal related to a new capital improvement project, the Finance
Department will work with the department or other client parties to assess the feasibility
and the impact of debt to fund the project based on the following assessments:

A. Nature of Project and Use of Funds: Each proposal is evaluated by comparing the
nature of the project and use of funds with competing proposals on the basis of the
benefits derived and how it furthers the UG’s policy objectives as laid out in the UG’s
Annual Budget, Five-Year Long Term Financial Forecast, Capital and Maintenance
Improvement Program.

B. Cost-Benefit Analysis of Project: A cost-benefit analysis is required for each project:

a. The benefits of a proposed project must be defined and, where appropriate,
qguantified in monetary terms. The funding sources are identified and estimated.
Where revenues are part of the benefits, all assumptions made in deriving the
revenues are documented. The validity of the assumptions and the risk
associated with the revenue streams are assessed.

b. The costs of the project are estimated, with the basis documented and the risk
associated with the estimates assessed. The uses of funds are identified and
estimated. ldentify whether the project will increase or reduce ongoing
operation and maintenance expenses.

C. Expenditure Plan: A detailed plan for the expenditure of funds is developed for each
project. The underlying assumptions of the project cost expenditure plan are
documented and the risk associated with these projections are analyzed.

D. Revenue for Debt Service Payment: A detailed plan for the debt repayment is
developed for each project. The underlying assumptions of revenue cash flow estimates

4



Debt Policy

are documented and the risk associated with these revenue streams is analyzed. Where
general fund or bond and Interest funds’ revenues are proposed to service debt, the
impact upon budgets is assessed. For all bonds an impact analysis on the repayment
sources over time will be completed.

E. Compliance with statutory provisions and bond covenants. Each issue will be evaluated
for its impact on statutory debt limits, and in the case of revenue-only secured
obligations existing bond covenants.

All requests are prioritized based upon this evaluation. If the Chief Financial Officer
recommends the financing proposal and the County Administrator is in concurrence, the
Debt Management Division will prepare the financing proposal for the Commission’s
authorization.

1.3 Asset Life

Consistent with its philosophy of keeping its capital facilities and infrastructure systems in
good condition and to maximize a capital asset’s useful life, the UG makes every effort to set
aside sufficient current revenues to finance ongoing maintenance needs and to provide
reserves for periodic replacement and renewal. Generally, no debt will be issued for periods
exceeding the useful life or average useful lives of projects to be financed.

The UG will consider short or long-term financing for the acquisition, maintenance,
replacement, or expansion of capital assets, including land. For short-term financing, the
capital asset and/or rolling stock must have a minimum useful life of three years; for long-
term financing, the physical asset must have a minimum useful life of ten years.

Section 2 - Credit Ratings

2.1 Credit Ratings

The UG seeks to maintain the highest possible credit ratings that can be achieved for debt
instruments without compromising the UG’s policy objectives. Ratings are a reflection of the
general fiscal soundness of the UG, the local economy and other regional economic factors,
and the capabilities of UG management. By maintaining the highest possible credit ratings,
the UG can issue its debt at a lower interest cost, hence lowing the demands on repayment
revenue sources such as the property taxes and user fees. To enhance creditworthiness, the
UG is committed to prudent financial management, systematic capital planning,
interdepartmental cooperation and coordination, and long-term financial planning.

Rating agencies consider various factors in issuing a credit rating; these typically include:
e UG’s fiscal status
e Socio-economic and demographic profile of the revenue base
e UG’s financial and general management capabilities
e Economic conditions that may impact the stability and reliability of debt repayment
sources
UG’s general reserve levels
UG’s debt history and current debt structure
The capital improvement project(s) being funded
Covenants and conditions in the governing legal documents
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The UG recognizes that external economic, natural, or other events may from time to time
affect the creditworthiness of its debt. Each proposal for additional debt will be analyzed for
its impact upon the UG’s debt rating on outstanding debt. There are no predetermined
credit rating formulas available from the rating agencies, although recent updates to rating
methodologies from certain rating agencies have added transparency to their credit
evaluation processes. This information provides a better understanding of how key
guantitative and qualitative factors and risk factors are likely to affect rating outcomes. The
UG Finance Department will monitor rating agency guidelines and methodologies regularly
to stay informed of changes to the rating metrics and processes.

The Chief Financial Officer is responsible for managing the rating reviews associated with
the UG’s various debt obligations. This effort includes providing periodic updates, both
formal and informal, on the UG’s general financial condition and coordinating meetings and
presentations in conjunction with a new debt issuance when determined necessary.

The Chief Financial Officer, working with the Debt Management Division and, if applicable, a
Municipal Advisor, shall be responsible for determining whether a rating shall be requested
on a particular financing, and which of the major rating agencies shall be asked to provide
such a rating.

The UG recognizes the need to maintain ongoing communications with the rating agencies
in order to provide information and demonstrate management engagement in the debt
management system.

Section 3 — Types of Financing Instruments

There are many different types of financing instruments available to the UG; long term
financing debt obligations like General Obligation Bonds, Lease Revenue Bonds and Revenue
Bonds would typically constitute direct debt of the UG. The UG issues various types of debt
for economic development projects. The UG issues conduit financings to benefit third
parties where public benefit can be achieved. The following are brief summaries of different
types of long- and short-term financing instruments that the UG may consider.

Direct Debt Obligations

3.1 General Obligation Bonds

General Obligation (GO) Bonds are secured either by a pledge of full faith and credit of an
issuer or by a promise to levy taxes in an unlimited amount as necessary to pay debt service,
or both. GO Bonds usually achieve lower rates of interest than other financing instruments
since they are considered to be a lower risk. Such bonds are issued pursuant to K.S.A. 10-
101 et seq., K.S.A. 10-620 et seq., and Article 12, Section 5 of the Constitution of the State of
Kansas, all as amended and supplemented, for the purpose of paying a portion of the cost of
certain street, sewer, public utility, and other public improvement projects. Adoption of a
bond resolution by the UG commission is required for the issuance of general obligation
bonds.
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While typically general obligation bond debt repayment is reliant on property tax revenues,
the UG also relies on charges for services deriving from the wastewater and stormwater
enterprise utilities as the revenue source for repayment for such projects financed with
general obligation bonds. As a result, these business-type activities general obligation debt
outstanding is separately reporting in the UG’s financial statements and reports.

3.2 Lease Revenue Bonds

Lease Revenue Bonds (LRBs) are lease obligations secured by an installment sale or by a
lease-back arrangement between the UG and another public entity (such as the Public
Building Commission (PBC)), where the general operating revenues of the UG are used to
make lease payments, which are, in turn, used to pay debt service on the bonds. Lease
Revenue Bonds of the PBC are authorized by the Constitution and statutes of the State of
Kansas, including K.S.A. 12-1757 et seq.

Payments to be made under valid leases are payable only in the year in which use, and
occupancy of the leased property is available, and lease payments may not be accelerated.
Lease financing requires the annual fair market rental value of the leased property to be
equal to or greater than the lease payment. The governmental lessee is obligated to place in
its Annual Budget the payments that are due and payable during each fiscal year that the
lessee has use of the leased property.

3.3 Revenue Bonds

A. Revenue Bonds are obligations payable from revenues generated by an enterprise, such
as water, wastewater and stormwater utilities, electric utility, public golf courses, levee or
parking facilities. Because the debt service is directly paid by the facility, such debt is
considered self-liquidating and generally does not constitute a debt obligation of the issuer
under the State of Kansas’ debt limit criteria.

The UG’s utility Revenue Bonds are payable solely from the UG’s and BPU’s Utility Enterprise
Funds and are not secured by any pledge of ad valorem taxes or general fund revenues of
the UG. In accordance with the agreed upon bond covenants, the revenues generated by
these Enterprise Funds must be sufficient to maintain required coverage levels, or the rates
of the enterprise have to be raised to maintain the revenue coverages. Revenue Bonds are
issued under the authority and pursuant to the Constitution and laws of the State of Kansas,
including the provisions of K.S.A. 10-1201 et seq., Article 12, Section 5 of the Constitution.

B. Revenue Bonds issued to provide incentives for economic development and repaid by
revenues generated by the development project or from the adjacent area. Typically, these
bonds are less secure as the repayment is linked to the performance of a private
development over time. The UG will exercise significant diligence in determining the need
and amount of the public financial participation, the probability of the forecasted revenues
to actually occur, and include provisions in the bond structuring and security to minimize
the risk of default.

3.4 Temporary Notes and Draw Bonds

Temporary Notes and Draw Bonds are short-term interest-bearing bonds issued in the
anticipation of long-term future bond issuances. The UG may choose to issue temporary
notes or draw bonds as a source of interim financing when it is considered by the Chief



Debt Policy

Financial Officer to be prudent and advantageous to the UG. Such bonds are issued
pursuant to K.S.A. 10-101 et seq., K.S.A. 10-620 et seq., and Article 12, Section 5 of the
Constitution of the State of Kansas, all as amended and supplemented, for the purpose of
paying a portion of the cost of certain street, sewer, public utility, and other public
improvement projects. Adoption of a bond resolution by the UG commission is required for
the issuance of temporary notes and draw bonds. While the UG practice is to renew
temporary notes on an annual basis, State statute limits the interim financing period for
individual capital projects financed with the note proceeds to four years.

3.5 Lines of Credit/ Direct Bank Loan

A Line of Credit / Direct Bank Loan is a contract between the issuer and a bank that provides
a source of borrowed monies to the issuer in the event that monies available to pay debt
service or to purchase a demand bond are insufficient for that purpose. Direct Bank loans
are an important tool in a government’s financing toolkit. The term bank loans include fixed-
rate loans with defined maturities and loans or lines of credit that have variable interest
rates and flexible payment provisions.

In entering into a direct bank loan, the UG in consultation with the Municipal Advisor will
become knowledgeable as to how the bank loan is characterized for legal and accounting
purposes, including how they are treated in the financial statements, and what types of
disclosures should be made about these loans. State and local laws should be reviewed to
ensure these financings are within legal limits and the financing is characterized
appropriately. In the event that a Line of Credit is under consideration as an interim
financing mechanism for a long-term capital need, before entering into any such
agreements, takeout financing for such lines of credit must be planned for and determined
to be feasible by the Chief Financial Officer.

When it is considered by the Chief Financial Officer to be prudent and advantageous to the
UG, the UG may enter into agreements with commercial banks or other financial entities for
purposes of acquiring a Line of Credit or Direct Bank Loan.

3.6 Lease Purchase Financings

The UG’s equipment and vehicle financing program provides a mechanism for the short-
term financing of essential equipment through a lease-purchase mechanism. The lease
purchase terms are typically three to ten years. Under this program, the UG enters into a
master lease agreement with a lessor to finance the lease purchase of essential equipment
up to a certain amount. Equipment is funded on an as needed basis under this master lease
agreement. The UG may enter into other standalone operating leases and lease purchase
agreements on an as-needed basis.

3.7 State and Federal Loans

State and federal loan proceeds are an important source of funds for capital projects in
addition to the bond proceeds. State Revolving Funds (SRFs) and the Water Infrastructure
Finance and Innovation Act (WIFIA) program make low cost loans available to local agencies
to fund certain public infrastructure projects. Through these programs, various state and
federal agencies offer local agencies loans to fund qualifying public infrastructure projects.
Benefiting departments within the UG will evaluate such programs in conjunction with Debt
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Management on a case by case basis. Commission approval is required to apply for these
loans.

3.8 HUD Section 108 Loan Guarantee Program

The U. S. Department of Housing and Urban Development (HUD) Section 108 Loan
Guarantee Program allows municipalities to use their annual Community Development
Block Grant (CDBG) entitlement grants to apply for federally guaranteed loans large enough
to finance major community development and economic development projects. In order to
utilize the Program, the UG must include the use of Section 108 Loans in its Consolidated
Plan for HUD Programs.

The Finance Department currently oversees the fiduciary and reporting requirements of the
UG’s current HUD Section 108 loans.

Economic Development Debt Obligations

3.9 Special Districts Financing

The UG’s special districts primarily consist of Community Improvement Districts (CID),
Transportation Development Districts (TDD), Tax Increment Financing (TIF) and Sales Tax
and Revenue Districts (STAR). Special Districts are typically developer initiated, whereby a
developer seeks a public financing mechanism to fund public infrastructure required by the
UG in connection with development permits or agreements, and/or tentative subdivision
maps. Special District formation may also be initiated by an established community. Subject
to approvals dictated by State statute, once a district is formed special taxes or assessments
may be levied upon properties within the district to pay for facilities and services directly, or
to repay bonds issued to finance public improvements.

The UG will consider requests for Special District formation and debt issuance when such
requests address a public need or provide a public benefit. Each application will be
considered on a case by case basis, and the Chief Financial Officer may not recommend a
financing if it is determined that the financing could be detrimental to the debt position or
the best interests of the UG.

Conduit Debt

3.10 Industrial Revenue Bonds

Industrial Revenue Bonds (IRBs) are tax-exempt private activity bonds that provide
manufacturing and processing companies financing for capital expenditures. Industrial
Revenue Bonds are not an obligation of the UG and are considered conduit debt. While the
authorization to issue IRBs is provided by K.S.A. 12-1740 et seq, the tax-exempt status of
these bonds is derived from federal law (Internal Revenue Code Section 103(b) (2)). Under
state law, IRBs are issued by a local government agency, which can be a city, county,
economic development authority, or a joint powers authority. Since IRBs are tax-exempt
municipal bonds, interest rates are substantially lower than commercial financing rates. The
bonds also allow long-term amortization periods up to 30 years (depending on the useful life
of the assets financed), so a growing company will also devote less cash-flow to service loan
principal repayment. The UG typically issues IRBs in order to exempt industries from paying
property taxes or sales and use tax on building materials. IRB’s require a governmental



Debt Policy

entity (the Unified Government) to act as the "Issuer" of the bonds, who will hold an
ownership interest in the property for as long as the IRBs are outstanding.

Section 4 — Debt Ratio Guidelines

Given the significant restrictions on local agency revenue sources, the UG is aware of the
need to gauge the effect of ongoing debt service and other fixed obligations on its budgets
and fiscal priorities over time. To provide a debt affordability plan and keep debt levels
within acceptable ranges, the UG will consider generally accepted debt affordability
standards in evaluating when, why, and how much debt should be incurred. Debt ratio
guidelines discussed in sections 4.1 and 4.2 below pertain only to the City’s long-term
general fund debt supported by tax levy or General Funds, and coverage ratios in section 4.3
pertain to revenue bonds such as those issued by the UG’s and BPU'’s Electric, Water,
Wastewater and Stormwater utilities, as well as levee and golf course enterprises.

4.1 General Obligation Bonds
As discussed in Section 3.1, General Obligation Bonds are secured either by a pledge of full
faith and credit of an issuer or by a promise to levy taxes in an unlimited amount as
necessary to pay debt service, or both. Generally accepted measures of assessing the impact
of general obligation bonds include:
e Debt per capita: This is the outstanding principal as a percentage of Kansas City,
Kansas population.
e Debt as a percent of assessed valuation: This is the outstanding principal as a
percentage of Kansas City, Kansas assessed valuation (excluding motor vehicle
valuation).

This measure excludes general obligation bonds issued for wastewater, stormwater, levee
or golf course enterprise funds capital projects. Included in the “debt” classification will be
the estimated portion of temporary notes. The UG shall monitor and strive to achieve
and/or maintain these debt statistics at a low to moderate classification, as generally viewed
by the municipal bond market.

4.2 General Fund-Supported Debt

An important ratio used in analyzing the UG’s debt position with respect to General Fund
supported debt securities (including lease revenue obligations and annual appropriation
clauses for certain economic development financings) is the required annual debt
service/lease payment as a percentage of total general fund expenditures (“Debt Ratio”).
This analysis includes the annual debt service/lease payment for all long- term fixed
obligations of the UG backed by the UG General Fund. The UG shall strive to maintain this
Debt Ratio below 10% of total General Fund expenditures.

It is a strong financial management practice and an important planning tool to also evaluate
the effects of other significant long-term fixed costs, such as pension and retiree health care
(OPEB) costs, on the UG’s General Fund. Pension and OPEB costs and the UG’s annual
contributions to meet these obligations are not controlled by this Debt Policy. However,
these contributions need to be taken into account in calculating the UG’s overall debt
burden. To that end, the ratio of the Actuarially Determined Contribution (ADC) to the
pension system and retiree health care (OPEB) annual contributions as a percentage of
General Fund expenditures (“Pension/OPEB Ratio”) shall also be taken into consideration for
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sound financial planning. Taken together, the UG will strive to maintain the combined Debt
Ratio and Pension/OPEB Ratio below 25% of total General Fund expenditures.

Capacity analysis as determined by these measures will be undertaken when new General
Fund- supported debt is issued or new Pension/OPEB benefits are examined. Further, the
availability of sufficient suitable UG properties to serve as lease properties if required for a
lease revenue bond measure will also be evaluated (see Section 3.2 for annual fair rental
value requirement). Whenever authorization is sought for a lease revenue bond, the UG
Commission will be provided with an estimate of the amount of unpledged and suitable UG
properties that are expected to be available to support additional lease revenue borrowings.

4.3 Overlapping Debt

In addition to the UG’s direct debt (General Obligation bonds and other General Fund
Supported debt), debt levels of underlying and overlapping entities such as school districts
and special districts add to a communities’ overall debt burden. The UG’s proportional share
of the debt of other local governmental units which either overlap it or underlie it is called
overlapping debt. Overlapping debt is generally apportioned based upon relative assessed
value. While the UG does not control debt issuance by other entities, it recognizes that its
taxpayers share the overall debt burden. The UG will continue to work with other
jurisdictions in coordinating capital projects to lessen the overall debt burden. The UG shall
include a statement of overlapping debt in its initial and continuing disclosure and/or annual
financial statements.

4.4 Coverage Ratios for Revenue Bonds and Economic Development Financings

Long-term obligations payable solely from specific pledged sources are not subject to a debt
limitation. Examples of such long-term obligations include those which achieve the financing
or refinancing of projects provided by the issuance of debt instruments that are payable
from restricted revenues, charges for services or user fees (enterprise funds) and revenues
generated from a project. Also see Section 3.3, Revenue Bonds, and Section 3.9, Special
District Financings.

The coverage ratio, which is the ratio of available annual revenues to annual debt service, is
one of the primary indicators of the ability of an enterprise to meet its annual operating
expenses and debt service payments. Generally, legal covenants requiring a minimum
coverage ratio are set forth in the revenue bond documents and are based on the level of
security provided to the bondholders (of the senior or subordinate debt obligations).
General obligation bonds issued by the UG on behalf of its wastewater and stormwater
utilities also are required to meet establish minimum debt coverage ratios. Rate covenants
for the bonds and loans will require a rate increase if coverage ratios are expected to fall
below the legal coverage levels.

State and Federal loans may also have certain coverage ratio requirements for enterprise
funds which are pledged as revenue sources for repayment of the loan. These coverage ratio
requirements are set forth in the financing agreements which are executed between the UG
and state or federal agency for each project.
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The UG will also evaluate appropriate affordable target coverage levels (i.e., financial
coverage ratios), for the outstanding bonds and new debt issue planning when conducting
cost of service studies, which are undertaken periodically for the enterprises.

Section 5 — Structure and Term of UG Indebtedness

5.1 Term of Debt

Debt will be structured for the shortest period possible, consistent with a fair allocation of
costs to current and future beneficiaries or users. Borrowings by the UG should be of a
duration that does not exceed the useful life of the improvement that it finances and where
feasible, should be shorter than the projected economic life. The standard term of long-
term borrowing is typically 15-30 years.

5.2 Rapidity of Debt Repayment

In structuring a bond issuance, the Finance Department will manage the amortization of
debt, and to the extent possible, match its cash flow to the anticipated debt service
payments.

The UG will seek to structure debt with aggregate level principal and interest payments over
the life of the borrowing. “Backloading” of debt service will be considered only when one or
more of the following occur:
e Natural disasters or extraordinary or unanticipated external factors make payments
on the debt in early years prohibitive;
e The benefits derived from the debt issuance can clearly be demonstrated to be
greater in the future than in the present;
e Such structuring is beneficial to the UG’s aggregate overall debt payment schedule
e Such structuring will allow debt service to more closely match project revenues
during the early years of the project’s operation, especially for economic
development financed project and enterprise revenue bonds.

5.3 Serial Bonds, Term Bonds, and Capital Appreciation Bonds
Serial bonds are bonds maturing annually (or serially) in specified amounts comprising all or
a portion of a bond issue.

Term bonds are those where all bonds, or a portion of the issue equal to that which would
mature over a period of two or more years in a bond issuance, mature at a single time. Term
bonds can be structured so that a portion of term maturity is mandated to be called or
retired each year (called “sinking funds”) to mirror a serial bond structure. The funds paid
into the sinking fund each year may be used at that time to retire a portion of the term
bonds ahead of their scheduled redemption. Sinking funds are preferred by investors since
these funds provide the security of knowing that the issuer appropriately budgets and
accounts for its expected future payments. The sinking fund also ensures that the payment
of funds at maturity does not overtax the issuer’s resources at that time. The decision to use
term or serial bonds is typically driven by market conditions when bonds are issued.

Capital Appreciation Bonds (CABs), also known as Zero Coupon Bonds or Turbo Bonds, do
not pay periodic interest payments but are issued as deep discounted bonds that pay
investors the principal amount invested plus the interest, compounded semi-annually at the
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original interest rate, of the bond at maturity. CABs can be utilized in certain cases to better
match a project’s cash flow to the bond’s debt service but typically carry significantly higher
interest rates than bonds that pay semi-annual or periodic interest payments.

For each issuance, the UG Finance Department will select serial bonds or term bonds, or
both. On the occasions where circumstances warrant, CABs may be used.

5.4 Interest Rates

The UG currently issues securities on a fixed interest rate basis only, although it is not
precluded to enter into a variable rate structure is the Chief Financial Officer under the
advice of the municipal Advisor deems the structure would have an economic advantage to
the UG. Fixed rate securities ensure budget certainty through the life of the securities and
can be advantageous in a low interest rate environment. Variable interest rate structures
may be undertaken if such a structure for a given revenue-generating project or capital
asset or facility is recommended by the Chief Financial Officer.

5.5 Debt Instrument Rating

The Chief Financial Officer, with a Municipal Advisor if appropriate, will assess whether a
credit rating should be obtained for an issuance and make a recommendation to the County
Administrator. If it is determined that a credit rating is desirable, the probable rating of the
proposed debt issuance is assessed before its issuance, and necessary steps are taken in
structuring the debt issuance to ensure that the best possible rating is achieved.

5.6 Credit Enhancements

Credit enhancement may be used to improve or establish a credit rating on a UG debt
obligation. Types of credit enhancement include Letters of Credit, bond insurance or surety
policies. The Chief Financial Officer will recommend the use of credit enhancement if it
reduces the overall cost of the proposed financing or if, in the opinion of the Chief Financial
Officer, the use of such credit enhancement furthers the UG’s overall financial objectives.

A Letter of Credit is an arrangement with a bank that provides supplemental security, or in
some cases, direct security that money will be available to pay debt service on anissue in
the event insufficient funds are available to meet a debt service obligation. Bond Insurance
is an unconditional pledge by an insurance company to make principal and interest
payments on the UG’s debt in the event insufficient funds are available to meet a debt
service obligation. Bond insurance may be obtained from an insurance company and is a
potential means of enhancing the debt’s rating.

5.7 Debt Service Reserve / Surety Policy

Debt service reserve funds, if established for a bond series, are held by and are available to
the bond Trustees to make principal and interest payments to bondholders in the event that
pledged revenues are insufficient to do so.

The Chief Financial Officer will make a determination whether one will be included and, if
so, the size of the debt service reserve fund on a case-by-case basis at the time of a new
bond issuance. Factors that are taken into consideration are cost of setting a debt service
reserve fund over the life of the bond issue compared to interest earnings, bond pricing or
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credit rating impacts, conditions in the bond documents, if applicable, and other market
conditions.

The maximum size of the reserve fund is governed by tax law, which permits the lesser of: 1)
10% of par; 2) 125% of average annual debt service; and 3) 100% of maximum annual debt
service. The UG may issue bonds with a debt service reserve fund that is sized at a lower
level or without a reserve fund.

The reserve fund requirement may also be satisfied by a surety policy, a form of insurance
provided by a bond insurer to satisfy a reserve fund requirement for a bond issuance.

Under this arrangement, instead of depositing cash in a reserve fund, the issuer buys a
surety policy by paying a one-time premium equal to a percentage of the face amount of the
policy. The UG may use a surety policy instead of a debt service reserve fund when
economically feasible.

The UG will not rely on any uncollateralized credit instruments for any reserve requirement
unless justified by significant financial advantage. If a surety policy is used in lieu of a debt
service reserve fund, a provider distinct from the bond insurer shall be used.

5.8 Capitalized Interest

Generally, interest shall be capitalized for the construction period of a revenue producing
project so that debt service expense does not begin until the project is expected to be
operational and producing revenues. In addition, for lease back arrangements, such as those
used for lease revenue bond transactions, interest may be capitalized for the construction
period until the asset is operational. When warranted, interest may be capitalized for a
period longer than the construction period.

5.9 Call Options/Redemption Provisions
The Chief Financial Officer, upon the advice of the Municipal Advisor, will recommend the
use of a call option, if any, and call protection period for each issuance. A call option, or
optional redemption provision, gives the UG the right to prepay or retire debt prior to its
stated maturity. This option may permit the UG to achieve interest savings in the future
through refunding of the bonds with lower interest rates. Often the UG must pay a higher
interest rate as compensation to the buyer for the risk of having the bond called in the
future. In addition, if a bond is called, the holder may be entitled to a premium payment
(“call premium”). Because the cost of call options can vary widely, depending largely on
market conditions, an evaluation of factors such as the following will be conducted in
connection with each issuance:

e Interest rate premium for adding call provision

e The call premium paid to the bond holder

e Level of rates relative to historical standards

e The time until the bonds may be called at a premium or at par

e Interest rate volatility

Generally, 20-year or 30-year tax-exempt municipal borrowings are structured with a 10-

year call at no premium. From time to time, market conditions may facilitate shorter call
options (6-9 years) with no premium.
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Section 6 — Method of Issuance and Sale

Under the direction of the Chief Financial Officer, Debt Management will coordinate the
issuance of all debt, including issuance size, debt structure, cash flow analysis, and method
of sale. The selection of the financing team and the role of the various consultants are
discussed in Section 7.

6.1 Method of Sale

Debt issuances are sold by a single underwriter or to an underwriting/bank syndicate
through either a public offering or a private offering. The selected method of sale will be
that which is the most advantageous to the UG in the judgment of the Chief Financial
Officer, in terms of lowest net interest rate, most favorable terms in the financial structure
used, and market conditions.

Public Offerings — Public offerings can be executed through either a competitive sale or a
negotiated sale. Method of sale for each bond offering is based on the recommendation of
the Chief Financial Officer with advice from the Municipal Advisor.

Competitive Sale — In a competitive sale multiple underwriters or banks bid on the issue,
with the purchaser selected offering the most favorable interest rate at the time of sale. In
a competitive sale, bids will be awarded on a true interest cost basis (TIC), providing other
bidding requirements are satisfied. In such instances where the UG deems the bids received
unsatisfactory, it may, at the discretion of the Chief Financial Officer, enter into negotiation
for sale of the securities or reject all bids. In general, the Competitive Sale method is
recommended for “plain vanilla” financings with a strong underlying credit rating, such as
general obligation bond issuances, if the bond is not expected to be treated as a “story
bond” by the investors and generally stable and strong market conditions exist. In a
Competitive Sale, the bidder’s role is limited to its review of the offering circular released by
the UG, making a credit assessment based on the facts presented in the offering circular,
and offering its bid per the bidding parameters established by the UG.

Negotiated Sale — In a Negotiated Sale, the underwriter or the underwriting syndicate for
the bonds is identified upfront through a competitive selection process along with other
professionals for the transaction. The negotiated sale process provides the UG control over
the financing structure and the issuance timing and provides flexibility of distribution.
Negotiated sales may be executed when competitive sales are not suitable or not a viable
option. Examples of such circumstances include unusual financing terms, market volatility,
and weaker credit quality. Special District bonds, which are often non-rated, are typically
issued through a negotiated sale process. Due to their financial complexity, revenue bonds
for enterprise utilities are also typically issued through a negotiated sale process. The
underwriter will actively assist the UG, in consultation with the Municipal Advisor, in
structuring the financing and marketing the bonds including providing assistance in
preparing the bond offering circular.

Private Offerings — When determined appropriate by the Chief Financial Officer, the UG will
negotiate financing terms with banks and financial institutions for specific borrowings on a
private offering basis. These issuances are also referred to a “private placements”. Typically,
private offerings are carried out by the UG when extraneous circumstances preclude public
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offerings, as an interim financing, or to avoid the costs of a public offering for smaller
issuances.

6.2 Bidding Parameters
In a Competitive Sale, the Notice Inviting Bids will be carefully constructed so as to ensure
the best possible bid for the UG, in light of existing market conditions and other prevailing
factors. Parameters to be examined include:

e Limits between lowest and highest coupons

e Discount or premium coupons

e Use of bond insurance

e (Call provisions

The Chief Financial Officer will publish the Notice Inviting Bids among prospective bidders
for the proposed bond issuance.

6.3 Initial Disclosure Requirements

Debt Management, together with the Chief Legal Counsel, Municipal Advisor, Bond Counsel
and Disclosure Counsel, coordinates all the necessary documents for disclosure, with input
from various other UG departments (as applicable for a particular bond issuance) and
outside consultants. Each publicly offered debt issuance will meet the disclosure
requirements of the Securities and Exchange Commission (SEC) and other government
agencies before and after the bond sale takes place. The disclosure documents, particularly
the Official Statement, will provide the potential investor with full and accurate information
necessary to make prudent investment decisions.

All primary disclosure documents, which are a part of the bond offering documents (e.g.,
Official Statement), will be approved by the State of Kansas before being taken to the
Commission for approval (see Section 6.4). The UG will also provide ongoing disclosure, in
accordance with the Continuing Disclosure Agreements executed when the financing is
authorized, as required by SEC Rule 15¢2-12. Ongoing disclosure will also be approved by
the Chief Financial Officer before it is disseminated to the markets.

6.4 Approval Process

In coordinating the bond issuance process, Chief Financial Officer will work with the Chief
Legal Counsel, Bond Counsel, other responsible UG departments, and outside consultants to
compile all bond related documents (see Section 7 for the role of various outside
consultants). The Chief Legal Counsel, working with Bond Counsel, will assess any legal
issues that may arise with respect to the issuance of the bonds. In circumstances where
there may be legal uncertainty about some aspect of a proposed bond transaction, the UG
may pursue an active validation action to obtain judicial approval before the bonds are
issued. If a bond transaction is controversial and gives rise to a reverse validation action,
the UG may find itself a party to that litigation. All proposed debt financings shall be
authorized by the UG Commission.

Section 7 - Financing Team Roles and Selection Process

The Chief Financial Officer, working with the Chief Legal Counsel and the UG’s Purchasing
Department, shall be responsible for establishing a solicitation and selection process for
securing professional services that are required to develop and implement a debt issuance.
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Goals of the solicitation and selection process shall include encouraging participation from
qualified service providers, both local and national, and securing services at competitive
prices.

Section 7.1 Selection and Compensation

The identification of municipal advisors, trustees, and paying agents is accomplished
through a selection process conducted by Debt Management and may also be based upon
recommendations from advisors that are specifically skilled in the type of bond issuance
being proposed.

Selection of consultants will be made from either an as-needed pool, which is assembled via
a Request for Qualifications (RFQ) process, or a separate RFP issued for a specific bond
issuance. Once the selection of a Municipal Advisor has occurred, the Municipal Advisor will
assist the UG in the selection of other service providers, including broker-dealers/
underwriters, trustees, escrow agents, credit enhancers, verification agents, title and
insurance companies, and printers.

Compensation for Bond Counsel, Disclosure Counsel, Municipal Advisors, and other
consultants will be as low as possible, given desired qualification levels, and consistent with
industry standards.

The UG may encumber and advance the fees associated with municipal advisory services,
which are later reimbursed from the bond proceeds, or may enter into contracts on a
contingent basis.

Compensation for the other service providers listed above is typically included in the cost of
issuance and paid from the bond proceeds. The ongoing trustee fee, semiannually or
annually, for a bond issuance is budgeted under administration costs and appropriated in
respective bond payment accounts.

The Chief Legal Counsel will take the lead in selecting the Bond Counsel and the Disclosure
Counsel. Generally, Bond and Disclosure Counsel compensation is contingent on the
issuance of bonds and is either paid or reimbursed from bond proceeds. This practice is
generally consistent with industry standards.

Eligible UG staff costs related to issuance of long-term bonds may also be reimbursed from
bond proceeds. As the UG often dedicates substantial time for special revenue bonds for
economic development, the UG will seek either up-front payments from developers to cover
such internal and external costs for events wherein the transaction does not proceed to
conclusions; and/or recover from bond proceeds the internal and external costs incurred for
the issuance. In the event of an up-front developer payment for a project that does proceed
to financing, the developer will be reimbursed from bond proceeds.

7.2 Financing Team: Outside Consultants

Contracts with Municipal Advisors, Bond Counsel, and Disclosure Counsel will be processed
in accordance with UG administrative procedures.
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A. Municipal Advisors

As needed, the Chief Financial Officer will identify an independent Municipal Advisor. The
primary responsibilities of the Municipal Advisor are to advise and assist on bond document
negotiations, transaction structuring including advising on pricing and call provision options
and timing of issuance, running debt service cash flow numbers, obtaining ratings on the
proposed issuance, and generally acting as an independent financial consultant and
economic and bond market expert.

The Municipal Advisor will also serve the UG as a Municipal Advisor, as defined by and in
accordance with the Dodd-Frank Wall Street Reform and Consumer Protection Act. The
Municipal Advisor has a fiduciary duty to the UG. Fiduciary duty is generally understood to
encompass a duty of loyalty and a duty of care to the public agency.

B. Bond Counsel

The UG will retain external Bond Counsel for all debt issuances. As part of its responsibility
in the debt issuance process, the UG’s Chief Legal Counsel will coordinate the selection of
Bond Counsel. Bond Counsel will prepare the necessary authorizing resolutions, ordinances,
agreements, and other legal documents necessary to execute the financing. All debt issued
by the UG will include a customary approving legal opinion of Bond Counsel.

C. Disclosure Counsel

The UG may retain Disclosure Counsel for public issuances that entail UG disclosure, in
which such services may be provided by the Municipal Advisory firm, underwriter’s counsel
and Bond Counsel. Disclosure Counsel shall be required to deliver a customary 10(b)-5
opinion on UG offering documents. The UG’s Chief Legal Counsel and the Chief Financial
Officer shall oversee the selection of Disclosure Counsel. The Disclosure Counsel will work
with UG staff to draft all disclosure documents for a bond financing.

The UG’s Chief Legal Counsel may engage separate firms in the capacity of Bond and
Disclosure Counsel or one single firm to perform bond and disclosure counsel functions.

The UG also retains services contracts with bond counsel and the municipal advisory firm to
review the UG materials that are to reach investors or the securities markets.

D. Broker-Dealer/ Underwriters
For a competitive sale, the criteria used to select a broker-dealer/underwriter shall be the
bid providing the lowest true interest cost to the UG.

For a negotiated sale debt issuance, the Chief Financial Officer, working with the Municipal
Advisor, will identify broker-dealers/underwriters. The Chief Financial Officer will
recommend to the County Administrator the selected broker-dealer/underwriter or a
syndicate of underwriters. Broker-dealers/Underwriters will be required to demonstrate
sufficient capitalization and experience related to the debt issuance being proposed, among
other criteria determined for each issuance. The Chief Financial Officer will consider the
following criteria in selecting a broker- dealer/underwriter and/or a syndicate:

e Experience with the particular type of financing, and size of the financing

e Overall experience

e Familiarity with UG issues
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Marketing expertise

Distribution capability

Previous experience as managing or co-managing broker-dealer/underwriter
Financial strength, as evidenced by the firm’s current financial statements

e Experience of the public finance team assigned to the financing

e Resources to complete the financing

e Compensation

e Community Reinvestment

E. Trustee/ Paying or Fiscal Agent

A Trustee or Paying/Fiscal Agent is the institution — usually a commercial bank or trust
company — appointed in the indenture or bond resolution to act as the agent of the issuer to
pay principal and interest from monies provided by or on behalf of the issuer.

Paying or Fiscal Agent duties are typically limited to receiving money from the issuer and
paying principal and interest to bondholders on behalf of the issuer. A Trustee, in addition to
performing the duties of a Paying Agent, is responsible for establishing and holding the
funds and accounts relating to the bond issuance, including accounts for bond proceeds and
revenues, determining that the conditions for disbursement of proceeds and revenues have
been met, and, in some cases, collecting revenues, and executing investments.

The Trustee/ Paying Agent solicitation and selection is typically coordinated by the
Municipal Advisor in consultation with the Chief Financial Officer for a new bond issuance.
The Debt Management Division will monitor the ongoing performance of a Trustee/Paying
Agent. The Chief Financial Officer may periodically solicit for trustees or paying agent
services from qualified commercial and trustee banks.

F. Other Service Providers

Other professionals may be selected, at the discretion of the Chief Financial Officer, on an
as-needed basis. These include the services of revenue or market feasibility study, credit
rating agencies, escrow agents, bond insurance providers, credit and liquidity banks,
verification agents, title insurance companies, arbitrage rebate calculation consultant and
services related to printing.

Section 8 — Refunding of UG Indebtedness
The UG will consider refunding its existing debt when benefits of the refunding outweigh the
costs and risks.

8.1 Types of Refunding

A. Current Refunding

A current refunding is one in which the refunding bonds are issued less than 90 days before
the date upon which the refunded bonds will be redeemed.

B. Advance Refunding

The Federal Tax Act of 2017 eliminated an issuer’s ability to advance refund a tax-exempt
issue with tax-exempt bonds. An entity can issue taxable bonds to advance refund tax-
exempt bonds, which would normally lead to interest cost increases. The municipal bond
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industry has come up with a short selection of bond products, synthetic refundings,
forwards, etc., to advance refund issues. If a condition exists wherein the UG needs to
advance refund an issue it will conduct an extensive analysis to the overall costs and
benefits of the proposed transaction before proceeding.

8.2 Refunding Considerations
Refundings may be undertaken to:
o Take advantage of lower interest rates and achieve debt service cost savings
e Eliminate restrictive or burdensome bond covenants
e Restructure debt to either shorten/lengthen the duration of debt or free up reserve
funds
e Refund outstanding indebtedness when existing financial structures impinge on
prudent and sound financial management

Generally, the UG will consider a refunding only when there is a net economic benefit; i.e.,
when there is an aggregate net present value savings, expressed as a percentage of the par
amount of the refunded bonds, at 3% and above for a current refunding. In addition, in the
case of an advance refunding which is not allowed under current tax law, consideration is to
be given to the impact of inefficient investment yields in the refunding escrow account (i.e.,
yield on the escrow investment is less than the yield on the refunding bonds. This
inefficiency is also known as negative arbitrage.) Aggregate net present value savings should
be greater than the aggregate amount of negative arbitrage to achieve an economic benefit.
These savings requirements for a refunding may be waived by the Chief Financial Officer
upon a finding that such a restructuring is in the UG’s overall best financial interest.

8.3 Refunding Escrow Investment

The UG will seek to purchase State and Local Government Securities (SLGS) to fund its
refunding escrows. However, at the discretion of the Chief Financial Officer, the UG may
choose to fund an escrow through purchase of treasury securities on the open market when
market conditions make such an option financially preferred or necessary.

Section 9 — Post Issuance Compliance and Administration

The following discuss administrative functions related to debt not discussed in the Tax-
Exempt Financing Compliance Policy and Procedure or the Securities and Continuing
Disclosure Matters Compliance Procedure.

9.1 Investment of Bond Proceeds

The proceeds of the bond sales will be invested until used for the intended project in order
to maximize utilization of the public funds. The investments will be made to obtain the
highest level of safety. The UG Cash and Investment Policy and the bond indentures govern
objectives and criteria for investment of bond proceeds. The Chief Financial Officer, or the
bond trustees under the direction of the Chief Financial Officer, will invest the bond
proceeds in a manner to avoid, if possible, and minimize any potential negative arbitrage
over the life of the bond issuance, while complying with arbitrage and tax provisions.

9.2 Arbitrage Compliance
The Chief Financial Officer shall establish and maintain a system of record keeping and
reporting to meet the arbitrage rebate compliance requirements as required by the federal
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tax code. This effort shall include tracking investment earnings on bond proceeds,
calculating rebate payments in compliance with tax law, and remitting any rebate earnings
to the federal government in a timely manner in order to preserve the tax-exempt status of
the UG’s outstanding debt issuances.

Additionally, general financial reporting and other tax certification requirements embodied
in bond covenants shall be monitored to ensure that all covenants are in compliance. The
ongoing compliance verification function will be coordinated by the Debt Management
Division.

9.3 Ongoing Disclosure

The UG will meet secondary disclosure requirements in a timely and comprehensive
manner, as stipulated by the SEC Rule 15¢2-12. The Chief Financial Officer (CFO) shall be
responsible for providing ongoing disclosure information to the Municipal Securities
Rulemaking Board’s (MSRB’s) Electronic Municipal Market Access (EMMA) system, the
central depository designated by the SEC for ongoing disclosures by municipal issuers. The
CFO is responsible for maintaining compliance with disclosure standards promulgated by
state and national regulatory bodies, including the Government Accounting Standards Board
(GASB), the National Federation of Municipal Analysts, the Securities and Exchange
Commission (SEC), and Generally Accepted Accounting Principles (GAAP). The UG may also
employ the services of firms that improve the availability of or supplement the UG’s EMMA
filings.

The UG will provide full and complete financial disclosure to rating agencies, institutional
and individual investors, other levels of government, and the general public to share clear,
comprehensible, and accurate financial information using the appropriate
channels/policies/procedures.

9.4 Compliance with Other Bond Covenants
In addition to financial disclosure and arbitrage compliance, once the bonds are issued, the
UG is responsible for verifying compliance with all undertakings, covenants, and agreements
of each bond issuance on an ongoing basis. This typically includes ensuring:

e Annual appropriation of revenues to meet debt service payments

e Taxes/fees are levied and collected where applicable

e Timely transfer of debt service/rental payments to the trustee or paying agent

e Compliance with insurance requirements

e Compliance with rate covenants where applicable

e Recordkeeping and continued public use of financed asset

e Compliance with tax covenants including the timely spend-down of project fund

proceeds
e Compliance with all other bond covenants

The Debt Management Division will coordinate verification of covenant compliance and will

work with the Chief Legal Counsel and all other responsible departments to monitor
compliance with the aforementioned compliance requirements.
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9.5 Compliance with State and Federal Reporting Requirements
The UG will meet required State and Federal reporting requirements related to bond and
loan obligations.

Quality Control and Quality Assurance:

It is the responsibility of the Chief Financial Officer to ensure the presence of procedures
that provide sufficient guidance to affected Unified Government personnel to fulfill the
intent of this policy.

These policies will be reviewed bi-annually and updated on an as-needed basis. In the event
there are proposed exceptions from the Debt Policy when a certain bond issue is structured,
those exceptions will be discussed in the applicable staff reports when the bond issue is
docketed for UG Commission consideration. Any exception will also be stated in the
financing resolution or ordinance to be approved by Commission for the corresponding
bond offering.

Metrics:
To be developed and managed accordingly.

Definitions and Acronyms:

Arbitrage - With respect to municipal bonds, arbitrage is the profit made from investing the
proceeds of tax- exempt bonds in higher-yielding securities.

Backloading - Debt repayment is scheduled towards the back-end.

Broker-Dealer/ Underwriter - An investment banking firm which, singly or as a member of
an underwriting group or syndicate, agrees to purchase a new issue of bonds from an issuer
for resale and distribution to investors. The broker-dealer/underwriter acquires the bonds
either by negotiation with the issuer or by award on the basis of competitive sale.

Community Improvement District (CID) - Under Kansas Statute KSA 12-6a29 cities may
create districts that help to fund community improvement. The Unified Government has
done so through Community Improvement Districts (CID). A CID is an area within which
businesses pay an additional sales tax (typically 1% or less) or a special assessment that fund
improvements within that district.

Conduit Financing - A financing in which the proceeds of the issue are loaned to a
nongovernmental borrower who then applies the proceeds for a project financing or, if
permitted by federal tax law for a qualified 501(c)(3) bond, for working capital purposes.

Continuing Disclosure - The ongoing disclosure provided by an issuer or obligated person
pursuant to an undertaking entered into to allow the broker-dealer/underwriter to comply
with SEC Rule 15¢2-12.

Debt Service - The total interest, principal and mandatory sinking fund payments due at any
one time.
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Debt Service Reserve Fund - An account from which monies may be drawn to pay debt
service on an issue of bonds if pledged revenues and other amounts available to pay debt
service are insufficient. The size of the debt service reserve fund and investment of monies
in the fund/account are subject to restrictions contained in Federal Tax law for tax-exempt
bonds.

Electronic Municipal Market Access (EMMA) System - The EMMA system created by the
MSRB is a comprehensive, centralized online source for market transparency data,
educational material about the municipal securities market, and free access to municipal
disclosures. Effective July 1, 2009, EMMA became the single, official repository for
continuing disclosure documents as a result of changes mandated by the SEC in December
2008.

Escrow Agent - With respect to an advance refunding, the commercial bank or trust
company retained to hold the investments purchased with the proceeds of the refunding
and, customarily, to use the amounts received as payments on such investments to pay debt
service on the refunded bonds.

Generally Accepted Accounting Principles (GAAP) - A widely accepted set of rules,
conventions, standards and procedures for reporting financial information, as established by
the Financial Accounting Standards Board.

Government Accounting Standards Board (GASB) - A standard-setting body, associated with
the Financial Accounting Foundation, which prescribes standard accounting practices for
governmental units.

Municipal Standards Rulemaking Board (MSRB) - An independent self-regulatory
organization established by the Securities Acts Amendments of 1975, which is charged with
primary rulemaking authority over dealers, dealer banks, and brokers in municipal
securities.

Nationally Recognized Municipal Securities Information Repository (NRMSIR) - NRMSIR is an
acronym for Nationally Recognized Municipal Securities Information Repository. NRMSIRs
are the repositories for all annual reports and event notices filed under SEC Rule 15¢2-12.

Public Building Commission (PBC) - The PBC is a municipal corporation duly created in
accordance with the Act. The PBCis organized and operated under the Act for the benefit
of the Unified Government and its residents, including the planning, development,
construction, furnishing and equipping of public buildings for the benefit and use of
governmental agencies. The PBC is governed by a five-member board, consisting of the
Mayor/CEO of the Unified Government, the Unified Government Commissioner who serves
a chairperson of the Economic Development and Finance Standing Committee, the County
Administrator, the Chief Financial Officer of the Unified Government and the Chief Counsel
of the Unified Government.

Sales Tax and Revenue Bonds (STAR Bonds) - Sales Tax Revenue (STAR) Bonds allow the
Unified Government to issue bonds to finance certain authorized expenditures (primarily
land acquisition and infrastructure) for the development of major commercial,
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entertainment and tourism areas and use the sales and transient guest tax revenues
generated by the development towards debt service. The issuance of STAR Bonds requires
approval by the Kansas Department of Commerce and represents a partnership with the
State, as both local and state revenues may be pledged for the development project.

SEC Rule 15¢2-12 - A rule promulgated by the SEC under the Securities Exchange Act of 1934
concerning disclosure and continuing disclosure requirements for municipal securities.

Securities and Exchange Commission (SEC) - A federal agency which oversees and regulates
stock, bond, and other financial markets.

Special Tax - A financial charge that is calculated via some type of special tax formula (or
Rate and Method of Apportionment) and is levied annually on property for a defined period
of years.

State and Local Government Series (SLGS) - SLGS is an acronym (pronounced “slugs”) for a
type of U.S. Treasury obligation, the complete name of which is United States Treasury
Securities — State and Local Government Series. SLGS are special United States Government
securities sold by the Treasury to states, municipalities and other local government bodies
through individual subscription agreements. The interest rates and maturities of SLGS are
arranged to comply with arbitrage restrictions imposed under Section 103 of the Internal
Revenue Code. SLGS are most commonly used for deposit in escrow in connection with the
issuance of refunding bonds.

Tax Increment Financing (TIF) - A Tax Increment Financing (TIF) District allows the Unified
Government to work with private developers to authorize redevelopment projects in
blighted areas in accordance with State statutory requirements as set forth in K.S.A 12-
1770a. TIF financing allows for a development project to access the incremental property
and/or sales tax revenues generated by the project. TIF Districts may exist for up to twenty
(20) years per project. In accordance with Kansas Laws, these funds may only be used for
TIF-eligible expenses, which include but are not limited to: Land Acquisition & Relocation
(of families), Public Improvements (curb, sidewalks, streets, lighting), Site Preparation
(demolition), Utilities, and Sanitary and Storm Sewers.

Transportation Development District (TDD) - A Transportation Development District (TDD) is
a special taxing district whereby a petitioner of 100% of the landowners in an area request
either the levy of special assessments or the imposition of a sales tax of up to 1% on goods
and services sold within a given area. Upon creation of a TDD by a municipality, the revenue
generated by TDD special assessments or sales tax under Kansas law may pay the costs of
transportation infrastructure improvements in and around the new development.

True Interest Cost (TIC) - A method of calculating bids for new issues of municipal securities
that takes into consideration certain costs of issuance and the time value of money.

Underwriter Syndicate - A group of underwriters formed to purchase (underwrite) a new
issue of municipal securities from the issuer and offer it for resale to the general public. The
syndicate is organized for the purpose of sharing the risks of underwriting the issue,
obtaining sufficient capital to purchase an issue and for broader distribution of the issue to
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the investing public. One of the underwriting firms will be designated as the syndicate
manager or lead manager to administer the operations of the syndicate.

Verification Agent - A certified public accountant who verifies that sufficient funds are
deposited into an escrow to implement the objectives of the refunding or financing plan.

Related Documents and References:

Tax-Exempt Financing Compliance Policy and Procedure

Securities and Continuing Disclosure Matters Compliance Procedure
Capital Asset and Equipment Investment and Management Policy
Local Economic Development Policy

Tax Abatement Policy

Long-Term Financial Planning Policy

County Administrator policies as applicable

OmMmMmogOwP
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Unified Government
Finance Department

Kathleen VonAchen
Chief Financial Officer

701 North 7" Street, Suite 330 Phone: (913) 573-5186
Kansas City, Kansas 66101-3065 Fax: (913) 573-5003

February 21, 2019

The Finance Department presented various versions of a revised debt policy to the Economic
Development and Finance Standing Committee at their meetings on December 3, 2018, January 14, 2019
and February 4, 2019. Staff presentations of the revised debt policy included summary statements and an
overview of the major proposed revisions. Proposed revisions have been reviewed by the Board of Public
Utilities and the UG’s Municipal Advisor, Springsted Inc. Over the past three months, staff has received
Committee member feedback on the proposed policies.

Committee approval of the proposed policies, with inclusion of the revisions suggested by Committee
members, is requested by the Committee at its March 4, 2019 meeting.

The Debt Policy, in addition to the UG’s other financial and budgetary policies, is published in the annual
budget document and on the UG’s Finance Department, Fiscal Accountability Policies website at:
https://www.wycokck.org/Finance/FAPolicies.aspx.

Provided below is a brief summary of the proposed revisions. As you review the redlined version of the
policy document you will notice a color coding, as follows:

e Black text — Existing policy language as published in the Adopted 2019 Budget.

e Blue text — Proposed new language/revisions that does not propose any changes of the
Government’s current practices. The revised language is added to more fully document current
practices.

e Red text — Changes to existing debt policy language.

e Maroon bold text — Revision language that departs from current practices.

The following page reference the attached redlined version.
Pages 2, 22-25: Existing debt policy published in the 2019 Adopted Budget are deleted.

Six Purposes of Debt Policy (page 2):

1) Establish parameters for issuing and managing debt

2) Provide guidance to decision makers related to debt affordability standards

3) Provides information to the public on the use of debt and to industry participants on the
standards of the UG

4) Document the pre- and post-issuance objectives to be achieved by staff


https://www.wycokck.org/Finance/FAPolicies.aspx

Summary Memo — Revised Debt Policy

5) Promote objectivity in the debt approval decision making process
6) Facilitate the actual financing process by establishing important policy decisions in advance

Four Borrowing Purposes (pages 3-4):
A. Long-Term Capital Improvements
B. Essential Vehicle and Equipment Needs
C. Economic Development Needs
D. Refinancings/Refunding of Existing Debt

Criteria for Determining the Feasibility & Impact of Debt Financing a Project (pages 4-5):

A. Nature of project and use of funds

Cost-Benefit Analysis of project

Expenditure Plan

Revenue for debt service payment

Compliance with statutory provisions and bond covenants

moOOw

Asset Life (page 5): Closely match the repayment period with economic life of asset
Credit ratings (page 5): Maintain the highest rating possible; enhance creditworthiness.
Types of Financing Instruments (page 6-10):

1) General Obligation bonds

2) Lease Revenue bonds

3) Revenue Bonds

4) Temporary Notes / Draw bonds

5) Lines of Credit / Direct Bank Loans

6) Lease Purchase Financing (Equipment)

7) State & Federal Loans

8) HUD Section 108 Housing Guaranteed Loan Program
9) Special Districts Financing

10) Industrial Revenue Bonds

Debt Ratio Guidelines (pages 10-12):

e General Obligation Bonds
O Debt per capita (City of Kansas City, Kansas)
0 Debt as a percent of assessed valuation (City of Kansas City, Kansas)
e GF-Supported Debt
0 Debt Ratio - Annual debt service/lease payments as a % of total GF expenditures; target
of 10% of General Fund expenditures
0 Debt/Pension/OPEB Ratio — Annual debt service/lease payments AND annual pension
and OPEB contributions from the General Fund as a % of General Fund expenditures;
target at 25% of General Fund expenditures
e Overlapping Debt — Work with other jurisdictions in coordinating capital projects to lessen
overall debt burden



Summary Memo — Revised Debt Policy

e Coverage Ratios for Revenue Bonds & Economic Development Financings — typically 1.3 to 1.5
times net operating revenues; Coverage ratio calculations to also be calculated for UG utility
enterprises whose debt are issued as general obligation bonds

Debt Terms (page 12): Typically, 15-30 years depending on type of issuance
Rapidity (page 12): Match repayment with projected cash flows; limited backloading

Interest Rate (page 13): Rely on fixed rate, but not precluded to have variable rate if appropriate
for project

Debt Instrument Rating (page 13): Separate from “issuer rating”, if benefits the bond issuance
pricing

Credit Enhancement (page 13): Bond insurance if benefits the UG
Debt Reserve Fund / Surety Policy (page 14): Depending on bond issue

Capitalized Interest (page 14): Borrow the interest during the construction period with start
repayment when project revenues begin to be realized

Call Options and Redemption Provisions (page 14): Tailored to investor appetite; typically, 20-30
year municipal bonds have 10 year call provision with no premium

Method of sale (page 15): GO are competitive sold and all other able to do on a competitive basis;
also, able to do “private placements”

Bidding Parameters for Competitive Sales (page 16): Documenting current practice

Bond Approval Process (page 16): Involves approval of:
e CFO, CAO
e Chief Legal counsel and Bond Counsel
e State of Kansas
e UG Commission and Mayor

Other provisions of policy as recommended by GFOA (pages 17-22):
e Financing Team Roles, Selection Process and Compensation
e Refunding of UG Indebtedness
e Investment of Bond Proceeds
e Arbitrage Compliance
e Ongoing Disclosure
e Compliance with Other Bond Covenants
e Compliance with State and Federal Reporting Requirements

Comprehensive Glossary of Terms (pages 25-27)

Related Documents and References (page 28)
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Unified Government of Wyandotte County ;f’;gf'l'gsmn NI

and Kansas City, Kansas Adopted: 07/26/2018
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Debt Policy

Authority and Introduction:

The Mayor and the Board of Commissioners are responsible for legislation, policy
formulation, and overall direction setting of the government. This includes the approval of
financial policies which establish and direct the operations of Unified Government (UG) and
the Public Building Commission (PBC). Further, the Unified Government issues debt on
behalf of the Board of Public Utilities (BPU), which is an administrative agency of the UG.
The County Administrator is responsible for carrying out the policy directives of the UG
Board of Commissioners and Public Building Commission and managing the day-to-day
operations of the executive departments, including the Finance Department. This policy
shall be administered on behalf of the County Administrator by the Chief Financial Officer.

The Unified Government, through the County Administrator and Chief Financial Officer,
executes debt instruments, administers debt proceeds, manages ongoing disclosure and
debt compliance, and makes debt service payments, acting with prudence and diligence and
with attention to prevailing economic conditions. The UG believes that debt is an equitable
means of financing projects and represents an important means of meeting fiscal
responsibilities.

The debt policy primarily addresses debt instruments/securities issued by the UG in public
or private bond markets. This is consistent with examples of debt policies of other
comparable municipalities, Government Finance Officers Association (GFOA) guidelines, and
rating agency guidelines. The debt policies pertain to debt that is typically incurred when
capital is raised in the public or private markets, including borrowings from sophisticated
qualified institutional buyers, to meet the UG’s funding needs (the purpose and need for
financings is discussed as in Section 1). Such debt constitutes obligations whereby a third-
party has provided funds, which is evidenced by the formal execution of a bond or
certificate (or a similar instrument) and is held by the third-party until it is repaid.

The policy does not cover other obligations like contracts payable, notes payable, loans
payable (e.g., HUD section 108 loans), arbitrage liability, and net pension obligation (NPO)
and/or pension Unfunded Actuarial Liability (UAL) and Other Post-Employment Benefits
(OPEB). The UG’s Comprehensive Annual Financial Reports (CAFRs) provide a complete list
of the outstanding long term liabilities. The sections in the CAFR listing the long term
liabilities are: Governmental Activities Long-Term Liabilities and Business Type Activities
Long-Term Liabilities. Consistent with Governmental Accounting Standards Board (GASB)
standards, the net pension obligation (NPO) and OPEB obligation is reflected in the
Governmental Activities Note to the Financial Statements of the CAFR as a long term
liability.
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The policy documents the UG’s procedures and goals for the use of debt to finance UG
needs. A regularly updated debt policy, in conjunction with the Five-Year Capital and
Maintenance Improvement Program (CMIP), UG’s Capital Improvements Plan, the Five-Year
Long Term Financial Forecast, the Cash and Investment Policy, and the Reserve Policies,
serves as an important tool that supports the use of the UG’s resources to meet its financial
commitments and to maintain sound financial management practices. This policy is enacted
in an effort to standardize and plan the issuance and management of debt by the UG. While
the Debt Policy serves as a guideline for general use, it allows for exceptions in
extraordinary conditions.

Purpose of the Debt Policy:

The primary objectives of this debt policy are to establish guidelines for the use of various
categories of debt; create procedures and policies that minimize the UG’s debt service and
issuance costs retain the hlghest practical credit ratlngs and to provide full and complete

The UG’s Debt Policy is also designed to:

e Establish parameters for issuing and managing debt;

e Provide guidance to decision makers related to debt affordability standards;

e Provides information to the public on the use of debt and to industry participants
on the standards of the UG;

e Document the pre- and post-issuance objectives to be achieved by staff;

e Promote objectivity in the debt approval decision making process; and

e Facilitate the actual financing process by establishing important policy decisions in
advance.

A biennial review of the Debt Policy will be performed and any changes to the Debt Policy
will be brought forward for UG Commission consideration and approval. Further, in the
event there are any deviations or exceptions from the Debt Policy when a certain bond issue
is structured, those exceptions will be discussed in the staff reports when the bond issue is
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Debt Policy

Applicability and Scope:

This policy shall apply to all Funds under the budgetary and fiscal control of the Mayor and
the Board of Commissioners._ Further, the Unified Government issues debt on behalf of the
Board of Public Utilities (BPU), which is an administrative agency of the UG, and as a result
this Policy is applicable to the BPU.

Policy:
Section 1 — Purpose and Need for Financing

1.1 Purpose of Financing

The UG borrows money primarily to fund long-term capital improvement projects, essential
equipment and vehicle needs, and to refinance existing debt. The issuance of debt to fund
operating deficits is not permitted. Debt will be used to finance eligible projects only if it is
the most cost-effective means available to the UG.

While the “pay-go” means of using current revenues to pay for capital projects is often
considered the preferred means of financing because it avoids interest payments, it may not
be entirely equitable. The “pay- go” funding option requires current citizens to pay taxes
over long periods of time in order to accumulate reserves sufficient to pay for capital
projects. The UG would be able to undertake capital projects under this method only if
sufficient cash accumulates. Prudent use of debt financing rather than pay-go funding of
capital projects can facilitate better allocation of resources and increased financial flexibility.
[Refer to the Capital Asset and Equipment Investment and Management Policy for criteria
for “pay-go” funding.]

The four primary borrowing purposes for which bond proceeds may be used are
summarized below:

A. Long-Term Capital Improvements: The UG prepares a multi-year Capital and
Maintenance Improvements Program (CMIP) budget working with asset managing
departments in accordance with Commission approved Capital Asset and Equipment
Investment and Management Policy. The CMIP budget includes projections for
upcoming fiscal years and is updated during each Annual Budget process or if there are
significant changes to the scope and/or cost of projects. In accordance with the Capital
Asset Policy, future operations and maintenance costs associated with capital
improvement projects are developed and identified prior to submission of the project
for approval. The Financial Department works with the Public Works Department to
ensure that accurate and complete budgeting of the CMIP is prepared as part of the
Annual Budget process.

Since the aggregate cost of desired capital projects generally exceeds available funds,
the capital planning process prioritizes projects and identifies the funding needs. The UG
will initially rely on internally-generated funds and/or grants and contributions from
other governments to finance its capital needs. Debt is issued for a capital project only
when it is an appropriate means to achieve a fair allocation of costs between current
and future beneficiaries and if a secure revenue source is identified to repay the debt.
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The Finance Department, working with UG departments within the context of the
Capital and Maintenance Improvements Program and the UG’s Five-Year Long Term
Financial Forecast, oversees and coordinates the timing, processing, and marketing of
the UG’s borrowing and capital funding activities. Close coordination of capital planning
and debt planning ensures that the maximum benefit is achieved with the limited
capital funds. The debt management process determines the availability of funds which
can be raised through debt based upon the debt capacity/affordability analysis.

B. Essential Vehicle and Equipment Needs: In addition to capital projects, the UG regularly
finances certain essential equipment and vehicles. These assets range from public safety
vehicles to information technology systems. The underlying asset must have a minimum
useful life of three years. Short-term financings, including loans and capital lease
purchase agreements, are executed to meet such needs.

C. Economic Development Needs: The Unified Government strives to foster an
environment in which small and large businesses thrive, jobs are created,
redevelopment continues, tourism grows, and businesses locate in the community. To
achieve these objectives, The UG regularly finances certain land acquisition, site
preparation and infrastructure improvements related to economic development
projects as a means of incentivizing private sector firms to invest in the community.

D. Refinancings/Refunding of Existing Debt: The Chief Financial Officer working with the
Municipal Advisor periodically evaluates the UG’s existing debt and executes
refinancings to achieve one or more of three objectives: reduce future interest costs,
restructure debt to reflect changing debt service revenues, and to redefine bond-related
legal requirements. A refinancing may include the issuance of bonds to refund existing
bonds or the issuance of bonds in order to refund other obligations.

1.2 Financing Priorities

All borrowing requests or debt refunding proposals shall be reviewed by the Chief Financial
Officer. The Finance Department shall be responsible for analyzing the proposal to
determine if it is beneficial to the UG and complies with the UG’s long-term financial
planning objectives. Borrowing requests include any debt or refunding proposals made to
the UG involving a pledge or other extension of the UG’s credit through the sale of
securities, execution of loans or leases, or making of guarantees or otherwise involving
directly or indirectly the lending or pledging of the UG’s credit.

For each financing proposal related to a new capital improvement project, the Finance
Department will work with the department or other client parties to assess the feasibility
and the impact of debt to fund the project based on the following assessments:

A. Nature of Project and Use of Funds: Each proposal is evaluated by comparing the
nature of the project and use of funds with competing proposals on the basis of the
benefits derived and how it furthers the UG’s policy objectives as laid out in the UG’s
Annual Budget, Five-Year Long Term Financial Forecast, Capital and Maintenance
Improvement Program.

B. Cost-Benefit Analysis of Project: A cost-benefit analysis is required for each project:
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a. The benefits of a proposed project must be defined and, where appropriate,
quantified in monetary terms. The funding sources are identified and estimated.
Where revenues are part of the benefits, all assumptions made in deriving the
revenues are documented. The validity of the assumptions and the risk
associated with the revenue streams are assessed.

b. The costs of the project are estimated, with the basis documented and the risk
associated with the estimates assessed. The uses of funds are identified and
estimated.

Identify whether the project will increase or reduce ongoing operation and
maintenance expenses.

C. Expenditure Plan: A detailed plan for the expenditure of funds is developed for each
project. The underlying assumptions of the project cost expenditure plan are
documented and the risk associated with these projections are analyzed.

D. Revenue for Debt Service Payment: A detailed plan for the debt repayment is
developed for each project. The underlying assumptions of revenue cash flow estimates
are documented and the risk associated with these revenue streams is analyzed. Where
general fund or bond and Interest funds’ revenues are proposed to service debt, the
impact upon budgets is assessed. For all bonds an impact analysis on the repayment
sources over time will be completed.

E. Compliance with statutory provisions and bond covenants. Each issue will be evaluated
for its impact on statutory debt limits, and in the case of revenue-only secured
obligations existing bond covenants.

All requests are prioritized based upon this evaluation. If the Chief Financial Officer
recommends the financing proposal and the County Administrator is in concurrence, the
Debt Management Division will prepare the financing proposal for the Commission’s
authorization.

1.3 Asset Life

Consistent with its philosophy of keeping its capital facilities and infrastructure systems in
good condition and to maximize a capital asset’s useful life, the UG makes every effort to set
aside sufficient current revenues to finance ongoing maintenance needs and to provide
reserves for periodic replacement and renewal. Generally, no debt will be issued for periods
exceeding the useful life or average useful lives of projects to be financed.

The UG will consider short or long-term financing for the acquisition, maintenance,
replacement, or expansion of capital assets, including land. For short-term financing, the
capital asset and/or rolling stock must have a minimum useful life of three years; for long-
term financing, the physical asset must have a minimum useful life of ten years.

Section 2 - Credit Ratings

2.1 Credit Ratings

The UG seeks to maintain the highest possible credit ratings that can be achieved for debt
instruments without compromising the UG’s policy objectives. Ratings are a reflection of the
general fiscal soundness of the UG, the local economy and other regional economic factors,
and the capabilities of UG management. By maintaining the highest possible credit ratings,
the UG can issue its debt at a lower interest cost, hence lowing the demands on repayment
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revenue sources such as the property taxes and user fees. To enhance creditworthiness, the
UG is committed to prudent financial management, systematic capital planning,
interdepartmental cooperation and coordination, and long-term financial planning.

Rating agencies consider various factors in issuing a credit rating; these typically include:
e UG’s fiscal status
e Socio-economic and demographic profile of the revenue base
e UG’s financial and general management capabilities
e Economic conditions that may impact the stability and reliability of debt repayment
sources
e UG’s general reserve levels
e UG’s debt history and current debt structure
e The capital improvement project(s) being funded
e Covenants and conditions in the governing legal documents

The UG recognizes that external economic, natural, or other events may from time to time
affect the creditworthiness of its debt. Each proposal for additional debt will be analyzed for
its impact upon the UG’s debt rating on outstanding debt. There are no predetermined
credit rating formulas available from the rating agencies, although recent updates to rating
methodologies from certain rating agencies have added transparency to their credit
evaluation processes. This information provides a better understanding of how key
guantitative and qualitative factors and risk factors are likely to affect rating outcomes. The
UG Finance Department will monitor rating agency guidelines and methodologies regularly
to stay informed of changes to the rating metrics and processes.

The Chief Financial Officer is responsible for managing the rating reviews associated with
the UG’s various debt obligations. This effort includes providing periodic updates, both
formal and informal, on the UG’s general financial condition and coordinating meetings and
presentations in conjunction with a new debt issuance when determined necessary.

The Chief Financial Officer, working with the Debt Management Division and, if applicable, a
Municipal Advisor, shall be responsible for determining whether a rating shall be requested
on a particular financing, and which of the major rating agencies shall be asked to provide
such a rating.

The UG recognizes the need to maintain ongoing communications with the rating agencies
in order to provide information and demonstrate management engagement in the debt
management system.

Section 3 — Types of Financing Instruments

There are many different types of financing instruments available to the UG; long term
financing debt obligations like General Obligation Bonds, Lease Revenue Bonds and Revenue
Bonds would typically constitute direct debt of the UG. The UG issues various types of debt
for economic development projects. The UG issues conduit financings to benefit third
parties where public benefit can be achieved. The following are brief summaries of different
types of long- and short-term financing instruments that the UG may consider.
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Direct Debt Obligations

3.1 General Obligation Bonds

General Obligation (GO) Bonds are secured either by a pledge of full faith and credit of an
issuer or by a promise to levy taxes in an unlimited amount as necessary to pay debt service,
or both. GO Bonds usually achieve lower rates of interest than other financing instruments
since they are considered to be a lower risk. Such bonds are issued pursuant to K.S.A. 10-
101 et seq., K.S.A. 10-620 et seq., and Article 12, Section 5 of the Constitution of the State of
Kansas, all as amended and supplemented, for the purpose of paying a portion of the cost of
certain street, sewer, public utility, and other public improvement projects. Adoption of a
bond resolution by the UG commission is required for the issuance of general obligation
bonds.

While typically general obligation bond debt repayment is reliant on property tax revenues,
the UG also relies on charges for services deriving from the wastewater and stormwater
enterprise utilities as the revenue source for repayment for such projects financed with
general obligation bonds. As a result, these business-type activities general obligation debt
outstanding is separately reporting in the UG’s financial statements and reports.

3.2 Lease Revenue Bonds

Lease Revenue Bonds (LRBs) are lease obligations secured by an installment sale or by a
lease-back arrangement between the UG and another public entity (such as the Public
Building Commission (PBC)), where the general operating revenues of the UG are used to
make lease payments, which are, in turn, used to pay debt service on the bonds. Lease
Revenue Bonds of the PBC are authorized by the Constitution and statutes of the State of
Kansas, including K.S.A. 12-1757 et seq.

Payments to be made under valid leases are payable only in the year in which use, and
occupancy of the leased property is available, and lease payments may not be accelerated.
Lease financing requires the annual fair market rental value of the leased property to be
equal to or greater than the lease payment. The governmental lessee is obligated to place in
its Annual Budget the payments that are due and payable during each fiscal year that the
lessee has use of the leased property.

3.3 Revenue Bonds

A. Revenue Bonds are obligations payable from revenues generated by an enterprise, such
as water, wastewater and stormwater utilities, electric utility, public golf courses, levee or
parking facilities. Because the debt service is directly paid by the facility, such debt is
considered self-liquidating and generally does not constitute a debt obligation of the issuer
under the State of Kansas’ debt limit criteria.

The UG’s utility Revenue Bonds are payable solely from the UG’s and BPU’s Utility Enterprise
Funds and are not secured by any pledge of ad valorem taxes or general fund revenues of
the UG. In accordance with the agreed upon bond covenants, the revenues generated by
these Enterprise Funds must be sufficient to maintain required coverage levels, or the rates
of the enterprise have to be raised to maintain the revenue coverages. Revenue Bonds are
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issued under the authority and pursuant to the Constitution and laws of the State of Kansas,
including the provisions of K.S.A. 10-1201 et seq., Article 12, Section 5 of the Constitution.

B. Revenue Bonds issued to provide incentives for economic development and repaid by
revenues generated by the development project or from the adjacent area. Typically, these
bonds are less secure as the repayment is linked to the performance of a private
development over time. The UG will exercise significant diligence in determining the need
and amount of the public financial participation, the probability of the forecasted revenues
to actually occur, and include provisions in the bond structuring and security to minimize
the risk of default.

3.4 Temporary Notes and Draw Bonds

Temporary Notes and Draw Bonds are short-term interest-bearing bonds issued in the
anticipation of long-term future bond issuances. The UG may choose to issue temporary
notes or draw bonds as a source of interim financing when it is considered by the Chief
Financial Officer to be prudent and advantageous to the UG. Such bonds are issued
pursuant to K.S.A. 10-101 et seq., K.S.A. 10-620 et seq., and Article 12, Section 5 of the
Constitution of the State of Kansas, all as amended and supplemented, for the purpose of
paying a portion of the cost of certain street, sewer, public utility, and other public
improvement projects. Adoption of a bond resolution by the UG commission is required for
the issuance of temporary notes and draw bonds. While the UG practice is to renew
temporary notes on an annual basis, State statute limits the interim financing period for
individual capital projects financed with the note proceeds to four years.

3.5 Lines of Credit/ Direct Bank Loan

A Line of Credit / Direct Bank Loan is a contract between the issuer and a bank that provides
a source of borrowed monies to the issuer in the event that monies available to pay debt
service or to purchase a demand bond are insufficient for that purpose. Direct Bank loans
are an important tool in a government’s financing toolkit. The term bank loans include fixed-
rate loans with defined maturities and loans or lines of credit that have variable interest
rates and flexible payment provisions.

In entering into a direct bank loan, the UG in consultation with the Municipal Advisor will
become knowledgeable as to how the bank loan is characterized for legal and accounting
purposes, including how they are treated in the financial statements, and what types of
disclosures should be made about these loans. State and local laws should be reviewed to
ensure these financings are within legal limits and the financing is characterized
appropriately. In the event that a Line of Credit is under consideration as an interim
financing mechanism for a long-term capital need, before entering into any such
agreements, takeout financing for such lines of credit must be planned for and determined
to be feasible by the Chief Financial Officer.

When it is considered by the Chief Financial Officer to be prudent and advantageous to the
UG, the UG may enter into agreements with commercial banks or other financial entities for

purposes of acquiring a Line of Credit or Direct Bank Loan.

3.6 Lease Purchase Financings
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The UG’s equipment and vehicle financing program provides a mechanism for the short-
term financing of essential equipment through a lease-purchase mechanism. The lease
purchase terms are typically three to ten years. Under this program, the UG enters into a
master lease agreement with a lessor to finance the lease purchase of essential equipment
up to a certain amount. Equipment is funded on an as needed basis under this master lease
agreement. The UG may enter into other standalone operating leases and lease purchase
agreements on an as-needed basis.

3.7 State and Federal Loans

State and federal loan proceeds are an important source of funds for capital projects in
addition to the bond proceeds. State Revolving Funds (SRFs) and the Water Infrastructure
Finance and Innovation Act (WIFIA) program make low cost loans available to local agencies
to fund certain public infrastructure projects. Through these programs, various state and
federal agencies offer local agencies loans to fund qualifying public infrastructure projects.
Benefiting departments within the UG will evaluate such programs in conjunction with Debt
Management on a case by case basis. Commission approval is required to apply for these
loans.

3.8 HUD Section 108 Loan Guarantee Program

The U. S. Department of Housing and Urban Development (HUD) Section 108 Loan
Guarantee Program allows municipalities to use their annual Community Development
Block Grant (CDBG) entitlement grants to apply for federally guaranteed loans large enough
to finance major community development and economic development projects. In order to
utilize the Program, the UG must include the use of Section 108 Loans in its Consolidated
Plan for HUD Programs.

The Finance Department currently oversees the fiduciary and reporting requirements of the
UG’s current HUD Section 108 loans.

Economic Development Debt Obligations

3.9 Special Districts Financing

The UG’s special districts primarily consist of Community Improvement Districts (CID),
Transportation Development Districts (TDD), Tax Increment Financing (TIF) and Sales Tax
and Revenue Districts (STAR). Special Districts are typically developer initiated, whereby a
developer seeks a public financing mechanism to fund public infrastructure required by the
UG in connection with development permits or agreements, and/or tentative subdivision
maps. Special District formation may also be initiated by an established community. Subject
to approvals dictated by State statute, once a district is formed special taxes or assessments
may be levied upon properties within the district to pay for facilities and services directly, or
to repay bonds issued to finance public improvements.

The UG will consider requests for Special District formation and debt issuance when such
requests address a public need or provide a public benefit. Each application will be
considered on a case by case basis, and the Chief Financial Officer may not recommend a
financing if it is determined that the financing could be detrimental to the debt position or
the best interests of the UG.

Conduit Debt
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3.10 Industrial Revenue Bonds

Industrial Revenue Bonds (IRBs) are tax-exempt private activity bonds that provide
manufacturing and processing companies financing for capital expenditures. Industrial
Revenue Bonds are not an obligation of the UG and are considered conduit debt. While the
authorization to issue IRBs is provided by K.S.A. 12-1740 et seq, the tax-exempt status of
these bonds is derived from federal law (Internal Revenue Code Section 103(b) (2)). Under
state law, IRBs are issued by a local government agency, which can be a city, county,
economic development authority, or a joint powers authority. Since IRBs are tax-exempt
municipal bonds, interest rates are substantially lower than commercial financing rates. The
bonds also allow long-term amortization periods up to 30 years (depending on the useful life
of the assets financed), so a growing company will also devote less cash-flow to service loan
principal repayment. The UG typically issues IRBs in order to exempt industries from paying
property taxes or sales and use tax on building materials. IRB’s require a governmental
entity (the Unified Government) to act as the "Issuer" of the bonds, who will hold an
ownership interest in the property for as long as the IRBs are outstanding.

Section 4 — Debt Ratio Guidelines

Given the significant restrictions on local agency revenue sources, the UG is aware of the
need to gauge the effect of ongoing debt service and other fixed obligations on its budgets
and fiscal priorities over time. To provide a debt affordability plan and keep debt levels
within acceptable ranges, the UG will consider generally accepted debt affordability
standards in evaluating when, why, and how much debt should be incurred. Debt ratio
guidelines discussed in sections 4.1 and 4.2 below pertain only to the City’s long-term
general fund debt supported by tax levy or General Funds, and coverage ratios in section 4.3
pertain to revenue bonds such as those issued by the UG’s and BPU'’s Electric, Water,
Wastewater and Stormwater utilities, as well as levee and golf course enterprises.

4.1 General Obligation Bonds
As discussed in Section 3.1, General Obligation Bonds are secured either by a pledge of full
faith and credit of an issuer or by a promise to levy taxes in an unlimited amount as
necessary to pay debt service, or both. Generally accepted measures of assessing the
impact of general obligation bonds include:
e Debt per capita: This is the outstanding principal as a percentage of Kansas City,
Kansas population.
e Debt as a percent of assessed valuation: This is the outstanding principal as a
percentage of Kansas City, Kansas assessed valuation (excluding motor vehicle
valuation).

This measure excludes general obligation bonds issued for wastewater, stormwater, levee
or golf course enterprise funds capital projects. Included in the “debt” classification will be
the estimated portion of temporary notes. The UG shall monitor and strive to achieve
and/or maintain these debt statistics at a low to moderate classification, as generally
viewed by the municipal bond market.

4.2 General Fund-Supported Debt
An important ratio used in analyzing the UG’s debt position with respect to General Fund
supported debt securities (including lease revenue obligations and annual appropriation
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clauses for certain economic development financings) is the required annual debt
service/lease payment as a percentage of total general fund expenditures (“Debt Ratio”).
This analysis includes the annual debt service/lease payment for all long- term fixed
obligations of the UG backed by the UG General Fund. The UG shall strive to maintain this
Debt Ratio below 10% of total General Fund expenditures.

It is a strong financial management practice and an important planning tool to also
evaluate the effects of other significant long-term fixed costs, such as pension and retiree
health care (OPEB) costs, on the UG’s General Fund. Pension and OPEB costs and the UG’s
annual contributions to meet these obligations are not controlled by this Debt Policy.
However, these contributions need to be taken into account in calculating the UG’s overall
debt burden. To that end, the ratio of the Actuarially Determined Contribution (ADC) to
the pension system and retiree health care (OPEB) annual contributions as a percentage of
General Fund expenditures (“Pension/OPEB Ratio”) shall also be taken into consideration
for sound financial planning. Taken together, the UG will strive to maintain the combined
Debt Ratio and Pension/OPEB Ratio below 25% of total General Fund expenditures.

Capacity analysis as determined by these measures will be undertaken when new General
Fund- supported debt is issued or new Pension/OPEB benefits are examined. Further, the
availability of sufficient suitable UG properties to serve as lease properties if required for
a lease revenue bond measure will also be evaluated (see Section 3.2 for annual fair rental
value requirement). Whenever authorization is sought for a lease revenue bond, the UG
Commission will be provided with an estimate of the amount of unpledged and suitable
UG properties that are expected to be available to support additional lease revenue
borrowings.

4.3 Overlapping Debt

In addition to the UG’s direct debt (General Obligation bonds and other General Fund
Supported debt), debt levels of underlying and overlapping entities such as school districts
and special districts add to a communities’ overall debt burden. The UG’s proportional share
of the debt of other local governmental units which either overlap it or underlie it is called
overlapping debt. Overlapping debt is generally apportioned based upon relative assessed
value. While the UG does not control debt issuance by other entities, it recognizes that its
taxpayers share the overall debt burden. The UG will continue to work with other
jurisdictions in coordinating capital projects to lessen the overall debt burden. The UG shall
include a statement of overlapping debt in its initial and continuing disclosure and/or annual
financial statements.

4.4 Coverage Ratios for Revenue Bonds and Economic Development Financings

Long-term obligations payable solely from specific pledged sources are not subject to a
debt limitation. Examples of such long-term obligations include those which achieve the
financing or refinancing of projects provided by the issuance of debt instruments that are
payable from restricted revenues, charges for services or user fees (enterprise funds) and
revenues generated from a project. Also see Section 3.3, Revenue Bonds, and Section 3.9,
Special District Financings.

The coverage ratio, which is the ratio of available annual revenues to annual debt service,
is one of the primary indicators of the ability of an enterprise to meet its annual operating
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expenses and debt service payments. Generally, legal covenants requiring a minimum
coverage ratio are set forth in the revenue bond documents and are based on the level of
security provided to the bondholders (of the senior or subordinate debt obligations).
General obligation bonds issued by the UG on behalf of its wastewater and stormwater
utilities also are required to meet establish minimum debt coverage ratios. Rate
covenants for the bonds and loans will require a rate increase if coverage ratios are
expected to fall below the legal coverage levels.

State and Federal loans may also have certain coverage ratio requirements for enterprise
funds which are pledged as revenue sources for repayment of the loan. These coverage
ratio requirements are set forth in the financing agreements which are executed between
the UG and state or federal agency for each project.

The UG will also evaluate appropriate affordable target coverage levels (i.e., financial
coverage ratios), for the outstanding bonds and new debt issue planning when conducting
cost of service studies, which are undertaken periodically for the enterprises.

Section 5 — Structure and Term of UG Indebtedness

5.1 Term of Debt

Debt will be structured for the shortest period possible, consistent with a fair allocation of
costs to current and future beneficiaries or users. Borrowings by the UG should be of a
duration that does not exceed the useful life of the improvement that it finances and where
feasible, should be shorter than the projected economic life. The standard term of long-
term borrowing is typically 15-30 years.

5.2 Rapidity of Debt Repayment

In structuring a bond issuance, the Finance Department will manage the amortization of
debt, and to the extent possible, match its cash flow to the anticipated debt service
payments.

The UG will seek to structure debt with aggregate level principal and interest payments over
the life of the borrowing. “Backloading” of debt service will be considered only when one or
more of the following occur:
e Natural disasters or extraordinary or unanticipated external factors make payments
on the debt in early years prohibitive;
e The benefits derived from the debt issuance can clearly be demonstrated to be
greater in the future than in the present;
e Such structuring is beneficial to the UG’s aggregate overall debt payment schedule
e Such structuring will allow debt service to more closely match project revenues
during the early years of the project’s operation, especially for economic
development financed project and enterprise revenue bonds.

5.3 Serial Bonds, Term Bonds, and Capital Appreciation Bonds

Serial bonds are bonds maturing annually (or serially) in specified amounts comprising all or
a portion of a bond issue.
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Term bonds are those where all bonds, or a portion of the issue equal to that which would
mature over a period of two or more years in a bond issuance, mature at a single time. Term
bonds can be structured so that a portion of term maturity is mandated to be called or
retired each year (called “sinking funds”) to mirror a serial bond structure. The funds paid
into the sinking fund each year may be used at that time to retire a portion of the term
bonds ahead of their scheduled redemption. Sinking funds are preferred by investors since
these funds provide the security of knowing that the issuer appropriately budgets and
accounts for its expected future payments. The sinking fund also ensures that the payment
of funds at maturity does not overtax the issuer’s resources at that time. The decision to use
term or serial bonds is typically driven by market conditions when bonds are issued.

Capital Appreciation Bonds (CABs), also known as Zero Coupon Bonds or Turbo Bonds, do
not pay periodic interest payments but are issued as deep discounted bonds that pay
investors the principal amount invested plus the interest, compounded semi-annually at the
original interest rate, of the bond at maturity. CABs can be utilized in certain cases to better
match a project’s cash flow to the bond’s debt service but typically carry significantly higher
interest rates than bonds that pay semi-annual or periodic interest payments.

For each issuance, the UG Finance Department will select serial bonds or term bonds, or
both. On the occasions where circumstances warrant, CABs may be used.

5.4 Interest Rates

The UG currently issues securities on a fixed interest rate basis only, although it is not
precluded to enter into a variable rate structure is the Chief Financial Officer under the
advice of the municipal Advisor deems the structure would have an economic advantage to
the UG. Fixed rate securities ensure budget certainty through the life of the securities and
can be advantageous in a low interest rate environment. Variable interest rate structures
may be undertaken if such a structure for a given revenue-generating project or capital
asset or facility is recommended by the Chief Financial Officer.

5.5 Debt Instrument Rating

The Chief Financial Officer, with a Municipal Advisor if appropriate, will assess whether a
credit rating should be obtained for an issuance and make a recommendation to the County
Administrator. If it is determined that a credit rating is desirable, the probable rating of the
proposed debt issuance is assessed before its issuance, and necessary steps are taken in
structuring the debt issuance to ensure that the best possible rating is achieved.

5.6 Credit Enhancements

Credit enhancement may be used to improve or establish a credit rating on a UG debt
obligation. Types of credit enhancement include Letters of Credit, bond insurance or surety
policies. The Chief Financial Officer will recommend the use of credit enhancement if it
reduces the overall cost of the proposed financing or if, in the opinion of the Chief Financial
Officer, the use of such credit enhancement furthers the UG’s overall financial objectives.

A Letter of Credit is an arrangement with a bank that provides supplemental security, or in
some cases, direct security that money will be available to pay debt service on anissue in
the event insufficient funds are available to meet a debt service obligation. Bond Insurance
is an unconditional pledge by an insurance company to make principal and interest
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payments on the UG’s debt in the event insufficient funds are available to meet a debt
service obligation. Bond insurance may be obtained from an insurance company and is a
potential means of enhancing the debt’s rating.

5.7 Debt Service Reserve / Surety Policy

Debt service reserve funds, if established for a bond series, are held by and are available to
the bond Trustees to make principal and interest payments to bondholders in the event that
pledged revenues are insufficient to do so.

The Chief Financial Officer will make a determination whether one will be included and, if
so, the size of the debt service reserve fund on a case-by-case basis at the time of a new
bond issuance. Factors that are taken into consideration are cost of setting a debt service
reserve fund over the life of the bond issue compared to interest earnings, bond pricing or
credit rating impacts, conditions in the bond documents, if applicable, and other market
conditions.

The maximum size of the reserve fund is governed by tax law, which permits the lesser of: 1)
10% of par; 2) 125% of average annual debt service; and 3) 100% of maximum annual debt
service. The UG may issue bonds with a debt service reserve fund that is sized at a lower
level or without a reserve fund.

The reserve fund requirement may also be satisfied by a surety policy, a form of insurance
provided by a bond insurer to satisfy a reserve fund requirement for a bond issuance.

Under this arrangement, instead of depositing cash in a reserve fund, the issuer buys a
surety policy by paying a one-time premium equal to a percentage of the face amount of the
policy. The UG may use a surety policy instead of a debt service reserve fund when
economically feasible.

The UG will not rely on any uncollateralized credit instruments for any reserve requirement
unless justified by significant financial advantage. If a surety policy is used in lieu of a debt
service reserve fund, a provider distinct from the bond insurer shall be used.

5.8 Capitalized Interest

Generally, interest shall be capitalized for the construction period of a revenue producing
project so that debt service expense does not begin until the project is expected to be
operational and producing revenues. In addition, for lease back arrangements, such as those
used for lease revenue bond transactions, interest may be capitalized for the construction
period until the asset is operational. When warranted, interest may be capitalized for a
period longer than the construction period.

5.9 Call Options/Redemption Provisions

The Chief Financial Officer, upon the advice of the Municipal Advisor, will recommend the
use of a call option, if any, and call protection period for each issuance. A call option, or
optional redemption provision, gives the UG the right to prepay or retire debt prior to its
stated maturity. This option may permit the UG to achieve interest savings in the future
through refunding of the bonds with lower interest rates. Often the UG must pay a higher
interest rate as compensation to the buyer for the risk of having the bond called in the
future. In addition, if a bond is called, the holder may be entitled to a premium payment
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(“call premium”). Because the cost of call options can vary widely, depending largely on
market conditions, an evaluation of factors such as the following will be conducted in
connection with each issuance:

e Interest rate premium for adding call provision

e The call premium paid to the bond holder

o Level of rates relative to historical standards

e The time until the bonds may be called at a premium or at par

e Interest rate volatility

Generally, 20-year or 30-year tax-exempt municipal borrowings are structured with a 10-
year call at no premium. From time to time, market conditions may facilitate shorter call
options (6-9 years) with no premium.

Section 6 — Method of Issuance and Sale

Under the direction of the Chief Financial Officer, Debt Management will coordinate the
issuance of all debt, including issuance size, debt structure, cash flow analysis, and method
of sale. The selection of the financing team and the role of the various consultants are
discussed in Section 7.

6.1 Method of Sale

Debt issuances are sold by a single underwriter or to an underwriting/bank syndicate
through either a public offering or a private offering. The selected method of sale will be
that which is the most advantageous to the UG in the judgment of the Chief Financial
Officer, in terms of lowest net interest rate, most favorable terms in the financial structure
used, and market conditions.

Public Offerings — Public offerings can be executed through either a competitive sale or a
negotiated sale. Method of sale for each bond offering is based on the recommendation of
the Chief Financial Officer with advice from the Municipal Advisor.

Competitive Sale — In a competitive sale multiple underwriters or banks bid on the issue,
with the purchaser selected offering the most favorable interest rate at the time of sale. In
a competitive sale, bids will be awarded on a true interest cost basis (TIC), providing other
bidding requirements are satisfied. In such instances where the UG deems the bids received
unsatisfactory, it may, at the discretion of the Chief Financial Officer, enter into negotiation
for sale of the securities or reject all bids. In general, the Competitive Sale method is
recommended for “plain vanilla” financings with a strong underlying credit rating, such as
general obligation bond issuances, if the bond is not expected to be treated as a “story
bond” by the investors and generally stable and strong market conditions exist. In a
Competitive Sale, the bidder’s role is limited to its review of the offering circular released by
the UG, making a credit assessment based on the facts presented in the offering circular,
and offering its bid per the bidding parameters established by the UG.

Negotiated Sale — In a Negotiated Sale, the underwriter or the underwriting syndicate for
the bonds is identified upfront through a competitive selection process along with other
professionals for the transaction. The negotiated sale process provides the UG control over
the financing structure and the issuance timing and provides flexibility of distribution.
Negotiated sales may be executed when competitive sales are not suitable or not a viable
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option. Examples of such circumstances include unusual financing terms, market volatility,
and weaker credit quality. Special District bonds, which are often non-rated, are typically
issued through a negotiated sale process. Due to their financial complexity, revenue bonds
for enterprise utilities are also typically issued through a negotiated sale process. The
underwriter will actively assist the UG, in consultation with the Municipal Advisor, in
structuring the financing and marketing the bonds including providing assistance in
preparing the bond offering circular.

Private Offerings — When determined appropriate by the Chief Financial Officer, the UG will
negotiate financing terms with banks and financial institutions for specific borrowings on a
private offering basis. These issuances are also referred to a “private placements”. Typically,
private offerings are carried out by the UG when extraneous circumstances preclude public
offerings, as an interim financing, or to avoid the costs of a public offering for smaller
issuances.

6.2 Bidding Parameters
In a Competitive Sale, the Notice Inviting Bids will be carefully constructed so as to ensure
the best possible bid for the UG, in light of existing market conditions and other prevailing
factors. Parameters to be examined include:

e Limits between lowest and highest coupons

e Discount or premium coupons

e Use of bond insurance

e (Call provisions

The Chief Financial Officer will publish the Notice Inviting Bids among prospective bidders
for the proposed bond issuance.

6.3 Initial Disclosure Requirements

Debt Management, together with the Chief Legal Counsel, Municipal Advisor, Bond Counsel
and Disclosure Counsel, coordinates all the necessary documents for disclosure, with input
from various other UG departments (as applicable for a particular bond issuance) and
outside consultants. Each publicly offered debt issuance will meet the disclosure
requirements of the Securities and Exchange Commission (SEC) and other government
agencies before and after the bond sale takes place. The disclosure documents, particularly
the Official Statement, will provide the potential investor with full and accurate information
necessary to make prudent investment decisions.

All primary disclosure documents, which are a part of the bond offering documents (e.g.,
Official Statement), will be approved by the State of Kansas before being taken to the
Commission for approval (see Section 6.4). The UG will also provide ongoing disclosure, in
accordance with the Continuing Disclosure Agreements executed when the financing is
authorized, as required by SEC Rule 15¢2-12. Ongoing disclosure will also be approved by
the Chief Financial Officer before it is disseminated to the markets.

6.4 Approval Process

In coordinating the bond issuance process, Chief Financial Officer will work with the Chief
Legal Counsel, Bond Counsel, other responsible UG departments, and outside consultants to
compile all bond related documents (see Section 7 for the role of various outside
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consultants). The Chief Legal Counsel, working with Bond Counsel, will assess any legal
issues that may arise with respect to the issuance of the bonds. In circumstances where
there may be legal uncertainty about some aspect of a proposed bond transaction, the UG
may pursue an active validation action to obtain judicial approval before the bonds are
issued. If a bond transaction is controversial and gives rise to a reverse validation action,
the UG may find itself a party to that litigation. All proposed debt financings shall be
authorized by the UG Commission.

Section 7 — Financing Team Roles and Selection Process

The Chief Financial Officer, working with the Chief Legal Counsel and the UG’s Purchasing
Department, shall be responsible for establishing a solicitation and selection process for
securing professional services that are required to develop and implement a debt issuance.
Goals of the solicitation and selection process shall include encouraging participation from
qualified service providers, both local and national, and securing services at competitive
prices.

Section 7.1 Selection and Compensation

The identification of municipal advisors, trustees, and paying agents is accomplished
through a selection process conducted by Debt Management and may also be based upon
recommendations from advisors that are specifically skilled in the type of bond issuance
being proposed.

Selection of consultants will be made from either an as-needed pool, which is assembled via
a Request for Qualifications (RFQ) process, or a separate RFP issued for a specific bond
issuance. Once the selection of a Municipal Advisor has occurred, the Municipal Advisor will
assist the UG in the selection of other service providers, including broker-dealers/
underwriters, trustees, escrow agents, credit enhancers, verification agents, title and
insurance companies, and printers.

Compensation for Bond Counsel, Disclosure Counsel, Municipal Advisors, and other
consultants will be as low as possible, given desired qualification levels, and consistent with
industry standards.

The UG may encumber and advance the fees associated with municipal advisory services,
which are later reimbursed from the bond proceeds, or may enter into contracts on a
contingent basis.

Compensation for the other service providers listed above is typically included in the cost of
issuance and paid from the bond proceeds. The ongoing trustee fee, semiannually or
annually, for a bond issuance is budgeted under administration costs and appropriated in
respective bond payment accounts.

The Chief Legal Counsel will take the lead in selecting the Bond Counsel and the Disclosure
Counsel. Generally, Bond and Disclosure Counsel compensation is contingent on the
issuance of bonds and is either paid or reimbursed from bond proceeds. This practice is
generally consistent with industry standards.
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Eligible UG staff costs related to issuance of long-term bonds may also be reimbursed from
bond proceeds. As the UG often dedicates substantial time for special revenue bonds for
economic development, the UG will seek either up-front payments from developers to cover
such internal and external costs for events wherein the transaction does not proceed to
conclusions; and/or recover from bond proceeds the internal and external costs incurred for
the issuance. In the event of an up-front developer payment for a project that does proceed
to financing, the developer will be reimbursed from bond proceeds.

7.2 Financing Team: Outside Consultants
Contracts with Municipal Advisors, Bond Counsel, and Disclosure Counsel will be processed
in accordance with UG administrative procedures.

A. Municipal Advisors

As needed, the Chief Financial Officer will identify an independent Municipal Advisor. The
primary responsibilities of the Municipal Advisor are to advise and assist on bond document
negotiations, transaction structuring including advising on pricing and call provision options
and timing of issuance, running debt service cash flow numbers, obtaining ratings on the
proposed issuance, and generally acting as an independent financial consultant and
economic and bond market expert.

The Municipal Advisor will also serve the UG as a Municipal Advisor, as defined by and in
accordance with the Dodd-Frank Wall Street Reform and Consumer Protection Act. The
Municipal Advisor has a fiduciary duty to the UG. Fiduciary duty is generally understood to
encompass a duty of loyalty and a duty of care to the public agency.

B. Bond Counsel

The UG will retain external Bond Counsel for all debt issuances. As part of its responsibility
in the debt issuance process, the UG’s Chief Legal Counsel will coordinate the selection of
Bond Counsel. Bond Counsel will prepare the necessary authorizing resolutions, ordinances,
agreements, and other legal documents necessary to execute the financing. All debt issued
by the UG will include a customary approving legal opinion of Bond Counsel.

C. Disclosure Counsel

The UG may retain Disclosure Counsel for public issuances that entail UG disclosure, in
which such services may be provided by the Municipal Advisory firm, underwriter’s counsel
and Bond Counsel. Disclosure Counsel shall be required to deliver a customary 10(b)-5
opinion on UG offering documents. The UG’s Chief Legal Counsel and the Chief Financial
Officer shall oversee the selection of Disclosure Counsel. The Disclosure Counsel will work
with UG staff to draft all disclosure documents for a bond financing.

The UG’s Chief Legal Counsel may engage separate firms in the capacity of Bond and
Disclosure Counsel or one single firm to perform bond and disclosure counsel functions.

The UG also retains services contracts with bond counsel and the municipal advisory firm to
review the UG materials that are to reach investors or the securities markets.

D. Broker-Dealer/ Underwriters
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For a competitive sale, the criteria used to select a broker-dealer/underwriter shall be the
bid providing the lowest true interest cost to the UG.

For a negotiated sale debt issuance, the Chief Financial Officer, working with the Municipal
Advisor, will identify broker-dealers/underwriters. The Chief Financial Officer will
recommend to the County Administrator the selected broker-dealer/underwriter or a
syndicate of underwriters. Broker-dealers/Underwriters will be required to demonstrate
sufficient capitalization and experience related to the debt issuance being proposed, among
other criteria determined for each issuance. The Chief Financial Officer will consider the
following criteria in selecting a broker- dealer/underwriter and/or a syndicate:

e Experience with the particular type of financing, and size of the financing

e Overall experience

e  Familiarity with UG issues

e Marketing expertise
Distribution capability
Previous experience as managing or co-managing broker-dealer/underwriter
Financial strength, as evidenced by the firm’s current financial statements
Experience of the public finance team assigned to the financing
e Resources to complete the financing
e Compensation
e Community Reinvestment

E. Trustee / Paying or Fiscal Agent

A Trustee or Paying/Fiscal Agent is the institution — usually a commercial bank or trust
company — appointed in the indenture or bond resolution to act as the agent of the issuer to
pay principal and interest from monies provided by or on behalf of the issuer.

Paying or Fiscal Agent duties are typically limited to receiving money from the issuer and
paying principal and interest to bondholders on behalf of the issuer. A Trustee, in addition to
performing the duties of a Paying Agent, is responsible for establishing and holding the
funds and accounts relating to the bond issuance, including accounts for bond proceeds and
revenues, determining that the conditions for disbursement of proceeds and revenues have
been met, and, in some cases, collecting revenues, and executing investments.

The Trustee/ Paying Agent solicitation and selection is typically coordinated by the
Municipal Advisor in consultation with the Chief Financial Officer for a new bond issuance.
The Debt Management Division will monitor the ongoing performance of a Trustee/Paying
Agent. The Chief Financial Officer may periodically solicit for trustees or paying agent
services from qualified commercial and trustee banks.

F. Other Service Providers

Other professionals may be selected, at the discretion of the Chief Financial Officer, on an
as-needed basis. These include the services of revenue or market feasibility study, credit
rating agencies, escrow agents, bond insurance providers, credit and liquidity banks,
verification agents, title insurance companies, arbitrage rebate calculation consultant and
services related to printing.
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Section 8 — Refunding of UG Indebtedness
The UG will consider refunding its existing debt when benefits of the refunding outweigh the
costs and risks.

8.1 Types of Refunding

A. Current Refunding

A current refunding is one in which the refunding bonds are issued less than 90 days before
the date upon which the refunded bonds will be redeemed.

B. Advance Refunding

The Federal Tax Act of 2017 eliminated an issuer’s ability to advance refund a tax-exempt
issue with tax-exempt bonds. An entity can issue taxable bonds to advance refund tax-
exempt bonds, which would normally lead to interest cost increases. The municipal bond
industry has come up with a short selection of bond products, synthetic refundings,
forwards, etc., to advance refund issues. If a condition exists wherein the UG needs to
advance refund an issue it will conduct an extensive analysis to the overall costs and
benefits of the proposed transaction before proceeding.

8.2 Refunding Considerations
Refundings may be undertaken to:
e Take advantage of lower interest rates and achieve debt service cost savings
e Eliminate restrictive or burdensome bond covenants
e Restructure debt to either shorten/lengthen the duration of debt or free up reserve
funds
e Refund outstanding indebtedness when existing financial structures impinge on
prudent and sound financial management

Generally, the UG will consider a refunding only when there is a net economic benefit; i.e.,
when there is an aggregate net present value savings, expressed as a percentage of the par
amount of the refunded bonds, at 3% and above for a current refunding. In addition, in the
case of an advance refunding which is not allowed under current tax law, consideration is to
be given to the impact of inefficient investment yields in the refunding escrow account (i.e.,
yield on the escrow investment is less than the yield on the refunding bonds. This
inefficiency is also known as negative arbitrage.) Aggregate net present value savings should
be greater than the aggregate amount of negative arbitrage to achieve an economic benefit.
These savings requirements for a refunding may be waived by the Chief Financial Officer
upon a finding that such a restructuring is in the UG’s overall best financial interest.

8.3 Refunding Escrow Investment

The UG will seek to purchase State and Local Government Securities (SLGS) to fund its
refunding escrows. However, at the discretion of the Chief Financial Officer, the UG may
choose to fund an escrow through purchase of treasury securities on the open market when
market conditions make such an option financially preferred or necessary.

Section 9 — Post Issuance Compliance and Administration

The following discuss administrative functions related to debt not discussed in the Tax-
Exempt Financing Compliance Policy and Procedure or the Securities and Continuing
Disclosure Matters Compliance Procedure.
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9.1 Investment of Bond Proceeds

The proceeds of the bond sales will be invested until used for the intended project in order
to maximize utilization of the public funds. The investments will be made to obtain the
highest level of safety. The UG Cash and Investment Policy and the bond indentures govern
objectives and criteria for investment of bond proceeds. The Chief Financial Officer, or the
bond trustees under the direction of the Chief Financial Officer, will invest the bond
proceeds in a manner to avoid, if possible, and minimize any potential negative arbitrage
over the life of the bond issuance, while complying with arbitrage and tax provisions.

9.2 Arbitrage Compliance

The Chief Financial Officer shall establish and maintain a system of record keeping and
reporting to meet the arbitrage rebate compliance requirements as required by the federal
tax code. This effort shall include tracking investment earnings on bond proceeds,
calculating rebate payments in compliance with tax law, and remitting any rebate earnings
to the federal government in a timely manner in order to preserve the tax-exempt status of
the UG’s outstanding debt issuances.

Additionally, general financial reporting and other tax certification requirements embodied
in bond covenants shall be monitored to ensure that all covenants are in compliance. The
ongoing compliance verification function will be coordinated by the Debt Management
Division.

9.3 Ongoing Disclosure

The UG will meet secondary disclosure requirements in a timely and comprehensive
manner, as stipulated by the SEC Rule 15c2-12. The Chief Financial Officer (CFO) shall be
responsible for providing ongoing disclosure information to the Municipal Securities
Rulemaking Board’s (MSRB'’s) Electronic Municipal Market Access (EMMA) system, the
central depository designated by the SEC for ongoing disclosures by municipal issuers. The
CFO is responsible for maintaining compliance with disclosure standards promulgated by
state and national regulatory bodies, including the Government Accounting Standards Board
(GASB), the National Federation of Municipal Analysts, the Securities and Exchange
Commission (SEC), and Generally Accepted Accounting Principles (GAAP). The UG may also
employ the services of firms that improve the availability of or supplement the UG’s EMMA
filings.

The UG will provide full and complete financial disclosure to rating agencies, institutional
and individual investors, other levels of government, and the general public to share clear,
comprehensible, and accurate financial information using the appropriate
channels/policies/procedures.

9.4 Compliance with Other Bond Covenants
In addition to financial disclosure and arbitrage compliance, once the bonds are issued, the
UG is responsible for verifying compliance with all undertakings, covenants, and agreements
of each bond issuance on an ongoing basis. This typically includes ensuring:

e Annual appropriation of revenues to meet debt service payments

e Taxes/fees are levied and collected where applicable
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Timely transfer of debt service/rental payments to the trustee or paying agent
Compliance with insurance requirements

Compliance with rate covenants where applicable

Recordkeeping and continued public use of financed asset

e Compliance with tax covenants including the timely spend-down of project fund
proceeds

e Compliance with all other bond covenants

The Debt Management Division will coordinate verification of covenant compliance and will
work with the Chief Legal Counsel and all other responsible departments to monitor
compliance with the aforementioned compliance requirements.

9.5 Compliance with State and Federal Reporting Requirements

The UG will meet required State and Federal reporting requirements related to bond and
loan obligations.
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MLV,  Quality Control and Quality Assurance:
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It is the responsibility of the Chief Financial Officer to ensure the presence of procedures
that provide sufficient guidance to affected Unified Government personnel to fulfill the
intent of this policy.

These policies will be reviewed bi-annually and updated on an as-needed basis._In the event
there are proposed exceptions from the Debt Policy when a certain bond issue is structured,
those exceptions will be discussed in the applicable staff reports when the bond issue is
docketed for UG Commission consideration. Any exception will also be stated in the
financing resolution or ordinance to be approved by Commission for the corresponding
bond offering.

Metrics:
To be developed and managed accordingly.

Definitions and Acronyms:

Arbitrage - With respect to municipal bonds, arbitrage is the profit made from investing the
proceeds of tax- exempt bonds in higher-yielding securities.

Backloading - Debt repayment is scheduled towards the back-end.

Broker-Dealer/ Underwriter - An investment banking firm which, singly or as a member of
an underwriting group or syndicate, agrees to purchase a new issue of bonds from an issuer
for resale and distribution to investors. The broker-dealer/underwriter acquires the bonds
either by negotiation with the issuer or by award on the basis of competitive sale.

Community Improvement District (CID) - Under Kansas Statute KSA 12-6a29 cities may
create districts that help to fund community improvement. The Unified Government has
done so through Community Improvement Districts (CID). A CID is an area within which
businesses pay an additional sales tax (typically 1% or less) or a special assessment that fund
improvements within that district.

Conduit Financing - A financing in which the proceeds of the issue are loaned to a
nongovernmental borrower who then applies the proceeds for a project financing or, if
permitted by federal tax law for a qualified 501(c)(3) bond, for working capital purposes.

Continuing Disclosure - The ongoing disclosure provided by an issuer or obligated person
pursuant to an undertaking entered into to allow the broker-dealer/underwriter to comply
with SEC Rule 15¢2-12.

Debt Service - The total interest, principal and mandatory sinking fund payments due at any
one time.

Debt Service Reserve Fund - An account from which monies may be drawn to pay debt

service on an issue of bonds if pledged revenues and other amounts available to pay debt
service are insufficient. The size of the debt service reserve fund and investment of monies
in the fund/account are subject to restrictions contained in Federal Tax law for tax-exempt
bonds.
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Electronic Municipal Market Access (EMMA) System - The EMMA system created by the
MSRB is a comprehensive, centralized online source for market transparency data,
educational material about the municipal securities market, and free access to municipal
disclosures. Effective July 1, 2009, EMMA became the single, official repository for
continuing disclosure documents as a result of changes mandated by the SEC in December
2008.

Escrow Agent - With respect to an advance refunding, the commercial bank or trust
company retained to hold the investments purchased with the proceeds of the refunding
and, customarily, to use the amounts received as payments on such investments to pay debt
service on the refunded bonds.

Generally Accepted Accounting Principles (GAAP) - A widely accepted set of rules,
conventions, standards and procedures for reporting financial information, as established by
the Financial Accounting Standards Board.

Government Accounting Standards Board (GASB) - A standard-setting body, associated with
the Financial Accounting Foundation, which prescribes standard accounting practices for
governmental units.

Municipal Standards Rulemaking Board (MSRB) - An independent self-regulatory
organization established by the Securities Acts Amendments of 1975, which is charged with
primary rulemaking authority over dealers, dealer banks, and brokers in municipal
securities.

Nationally Recognized Municipal Securities Information Repository (NRMSIR) - NRMSIR is an
acronym for Nationally Recognized Municipal Securities Information Repository. NRMSIRs
are the repositories for all annual reports and event notices filed under SEC Rule 15¢2-12.

Public Building Commission (PBC) - The PBC is a municipal corporation duly created in
accordance with the Act. The PBC is organized and operated under the Act for the benefit
of the Unified Government and its residents, including the planning, development,
construction, furnishing and equipping of public buildings for the benefit and use of
governmental agencies. The PBC is governed by a five-member board, consisting of the
Mayor/CEO of the Unified Government, the Unified Government Commissioner who serves
a chairperson of the Economic Development and Finance Standing Committee, the County
Administrator, the Chief Financial Officer of the Unified Government and the Chief Counsel
of the Unified Government.

Sales Tax and Revenue Bonds (STAR Bonds) - Sales Tax Revenue (STAR) Bonds allow the
Unified Government to issue bonds to finance certain authorized expenditures (primarily
land acquisition and infrastructure) for the development of major commercial,
entertainment and tourism areas and use the sales and transient guest tax revenues
generated by the development towards debt service. The issuance of STAR Bonds requires
approval by the Kansas Department of Commerce and represents a partnership with the
State, as both local and state revenues may be pledged for the development project.
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SEC Rule 15¢2-12 - A rule promulgated by the SEC under the Securities Exchange Act of 1934
concerning disclosure and continuing disclosure requirements for municipal securities.

Securities and Exchange Commission (SEC) - A federal agency which oversees and regulates
stock, bond, and other financial markets.

Special Tax - A financial charge that is calculated via some type of special tax formula (or
Rate and Method of Apportionment) and is levied annually on property for a defined period
of years.

State and Local Government Series (SLGS) - SLGS is an acronym (pronounced “slugs”) for a
type of U.S. Treasury obligation, the complete name of which is United States Treasury
Securities — State and Local Government Series. SLGS are special United States Government
securities sold by the Treasury to states, municipalities and other local government bodies
through individual subscription agreements. The interest rates and maturities of SLGS are
arranged to comply with arbitrage restrictions imposed under Section 103 of the Internal
Revenue Code. SLGS are most commonly used for deposit in escrow in connection with the
issuance of refunding bonds.

Tax Increment Financing (TIF) - A Tax Increment Financing (TIF) District allows the Unified
Government to work with private developers to authorize redevelopment projects in
blighted areas in accordance with State statutory requirements as set forth in K.S.A 12-
1770a. TIF financing allows for a development project to access the incremental property
and/or sales tax revenues generated by the project. TIF Districts may exist for up to twenty
(20) years per project. In accordance with Kansas Laws, these funds may only be used for
TIF-eligible expenses, which include but are not limited to: Land Acquisition & Relocation
(of families), Public Improvements (curb, sidewalks, streets, lighting), Site Preparation
(demolition), Utilities, and Sanitary and Storm Sewers.

Transportation Development District (TDD) - A Transportation Development District (TDD) is
a special taxing district whereby a petitioner of 100% of the landowners in an area request
either the levy of special assessments or the imposition of a sales tax of up to 1% on goods
and services sold within a given area. Upon creation of a TDD by a municipality, the revenue
generated by TDD special assessments or sales tax under Kansas law may pay the costs of
transportation infrastructure improvements in and around the new development.

True Interest Cost (TIC) - A method of calculating bids for new issues of municipal securities
that takes into consideration certain costs of issuance and the time value of money.

Underwriter Syndicate - A group of underwriters formed to purchase (underwrite) a new
issue of municipal securities from the issuer and offer it for resale to the general public. The
syndicate is organized for the purpose of sharing the risks of underwriting the issue,
obtaining sufficient capital to purchase an issue and for broader distribution of the issue to
the investing public. One of the underwriting firms will be designated as the syndicate
manager or lead manager to administer the operations of the syndicate.

Verification Agent - A certified public accountant who verifies that sufficient funds are
deposited into an escrow to implement the objectives of the refunding or financing plan.
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Tax-Exempt Financing Compliance Policy and Procedure

Securities and Continuing Disclosure Matters Compliance Procedure
Capital Asset and Equipment Investment and Management Policy
Local Economic Development Policy

Tax Abatement Policy

Long-Term Financial Planning Policy

County Administrator policies as applicable

Debt Policy

28



Staff Request for

Tracking No. 19594

Commission Action

r i
"'I'J',r_..: T .“.'.._.'-

Full Commission Meeting Date: 3/7/19
Committee: Economic Development & Finance

Date of Standing Committee Action: 3/4/19
(If none, please explain):

Publication Required: Yes 03/28/2019

Date: Contact Name: Contact Phone: Contact Email: Department/Division:
02/19/2019 Katherine Carttar x5176 kcarttar@wycokck.org Economic Development

Item Description:
A Resolution Calling and Providing for Notice of a Public Hearing Concerning the Consideration of Adopting a Redevelopment
Project Plan for Project Area 1 in the Downtown Grocery Redevelopment District.

Action Requested:
Approve and fast-track to March 7, 2019 Full Commission meeting.

Budget Impact: (if applicable)

Amount:

Source:
Included In Budget:
Other (explain):

Attachments List:
Downtown Grocery - Resolution setting public hearing for Project Plan Project Area 1 - 3-4-19 ED&F, Exhibit A - Legal
Description, Exhibit B, Exhibit C




(Published in The Wyandotte Echo on ,2019)

RESOLUTION NO. R- -19

A RESOLUTION CALLING AND PROVIDING FOR NOTICE OF A PUBLIC
HEARING CONCERNING THE CONSIDERATION OF ADOPTING A
REDEVELOPMENT PROJECT PLAN FOR PROJECT AREA 1 IN THE
DOWNTOWN GROCERY REDEVELOPMENT DISTRICT

WHEREAS, K.S.A. 12-1770 ef seq., as amended (the “Act”) provides for the creation of
redevelopment districts and the approval of redevelopment plans, and permits the issuance of tax
increment financing bonds in accordance with the terms of the Act; and

WHEREAS, the Board of Commissioners of the Unified Government of Wyandotte
County/Kansas City, Kansas (the “Unified Government”) previously adopted Ordinance O-41-18
(the “TIF District Ordinance”), establishing the Downtown Grocery Redevelopment District and
approved the district plan set forth in the TIF District Ordinance (the “District Plan”), in
accordance with the Act on October 11, 2018; and

WHEREAS, the Unified Government is considering the adoption of a redevelopment
project plan entitled Redevelopment Project Plan — Project Area 1 and dated February 8, 2019 (the
“Project Plan”) which provides for the redevelopment of Project Area 1 within the Redevelopment
District; and

WHEREAS, a copy of the Project Plan for Project Area 1 has been delivered to the Board
of Commissioners of Wyandotte County, Kansas, and to the Board of Education of Unified School
District 500, Kansas City, Kansas, all in accordance with the TIF Act; and

WHEREAS, the Planning Commission of the Unified Government reviewed the Project
Plan for Project Area 1 on February 11, 2019 and found and determined that the Project Plan is
consistent with the intent of the comprehensive plan for development of the Unified Government.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE UNIFIED GOVERNMENT OF WYANDOTTE
COUNTY/KANSAS CITY, KANSAS:

Section 1. Public Hearing. The Unified Government is considering the adoption of
the Project Plan for Project Area 1 pursuant to the Act. It is hereby authorized, ordered, and directed
that the Board of Commissioners shall hold a public hearing on April 11, 2019, at 7:00 PM or as
soon thereafter as the matter can be heard in the Commission Chambers, lobby level of the
Municipal Office Building located at 701 North 7% Street, Kansas City, Kansas to hear comments
and consider the adoption of the Project Plan for Project Area 1 pursuant to the Act.

Section 2. Redevelopment District. The Board of Commissioners of the Unified
Government previously adopted Ordinance O-41-18 establishing the Downtown Grocery
Redevelopment District and approved the District Plan set forth in the TIF District Ordinance on



October 11, 2018, in accordance with the Act. The Redevelopment District consists of an area
legally described on the attached Exhibit A and generally delineated on the map attached as
Exhibit B attached hereto and incorporated by reference herein.

Section 3. Project Area 1. Project Area 1 of the Redevelopment District is legally
described on Exhibit C and generally depicted on Exhibit B attached hereto and incorporated by
reference herein.

Section 4. Project Plan. The Project Plan for Project Area 1, including a summary of
the feasibility study, relocation assistance plan and a description and map of the Redevelopment
District and Project Area 1 is available for public inspection during regular office hours in the
office of the Unified Government Clerk, Municipal Office Building, 701 N. 7 Street, Kansas City,
Kansas.

Section 5. Bonds. The Unified Government may issue its full faith and credit tax
increment bonds to finance the costs of implementing the proposed Project Plan, unless within 60
days following the date of the public hearing on the Project Plan a protest petition signed by 3%
of the qualified voters of the Unified Government is filed with the Unified Government Clerk in
accordance with the provisions of K.S.A. 25-3601 et seq., and amendments thereto. If a sufficient
petition is filed, no full faith and credit tax increment bonds shall be issued until the issuance of the
bonds is approved by a majority of the voters voting at an election thereon. Such election shall be
called and held in the manner provided by the general bond law. The failure of the voters to approve
the issuance of full faith and credit tax increment bonds shall not prevent the Unified Government
from issuing special obligation bonds in accordance with the Act.

Section 6. Notices. The Unified Government Clerk is hereby authorized and directed
to publish this Resolution once in the official city newspaper not less than one (1) week or more
than two (2) weeks preceding April 11, 2019, the date set for the public hearing. The Clerk or any
other employee or officer of the Unified Government are authorized and directed to mail a copy
of this Resolution via certified mail, return receipt requested to the Unified Government Board of
Commissioners; the Kansas City, Kansas Unified School District #500 Board of Education as the
school district levying taxes on property within Project Area 1; and to each owner and occupant
of land within Project Area 1 not more than ten (10) days following the date of the adoption of this
Resolution.

Section 7. Further Action. The Mayor/CEO, County Administrator, and other
officers, agents, and employees of the Unified Government are hereby further authorized and
directed to take such further action as may be appropriate or desirable to accomplish the purpose
of this Resolution.

Section 8. Effective Date. This Resolution shall be effective upon its adoption by the
Unified Government Board of Commissioners.

ADOPTED BY THE UNIFIED GOVERNMENT BOARD OF
COMMISSIONERS THIS 7t DAY OF MARCH , 2019.



Mayor/CEO

Attest:

Unified Government Clerk

(Seal)



EXHIBIT A

All the original block 131 of Wyandotte City and the north vacated 4 feet of right of way along
Armstrong Avenue from 5% to 6! street, along with half of the dedicated right of way adjacent to
5t street, 6 street, Minnesota Avenue and Armstrong Avenue, in the City of Kansas City,
Wyandotte County, Kansas, being described as follows.

Beginning at a point that is 40 feet west and 40 feet south of the original southwest corner of
Voss Subdivision, a resurvey of the original Lots 25, 26, 27, Block 131 of Wyandotte City, a
subdivision of land in Kansas City, Wyandotte County, Kansas, also being 36 feet south of the
north 4 feet of vacated right of way along Armstrong Avenue, said point being at the intersection
of 6 street and Armstrong Avenue centerlines as said roads now exists.

Thence north along the centerline of said 6™ street being 40 feet distant and parallel to the west
line of said subdivision and the east right of way line of said 6™ street, to the point of intersection
with the east-west centerline of Minnesota Ave, as said road now exists, said point being 40 feet
west and 50 north of the northwest corner of said Voss subdivision.

Thence east along said east-west centerline 50 feet distant and parallel to the south right of way
line of Minnesota Ave said line also being the north line of Voss subdivision and Lot 2, Center
City, a partial replat of blocks 95, 96, 97, 109, 110, 115 and 131 of Wyandotte City, a
subdivision of land in Kansas City, Wyandotte County, Kansas, to a point of intersection with
the north-south centerline of 5 street as said road now exists, said point being 50 feet north and
40 feet east of the northeast corner of said Lot 2, Center City.

Thence south along the north-south centerline 40 feet distant and parallel to the west right of way
line of 5t street said line also being the east line of Lot 2 Center City and Lot 48, Block 131 of
Wyandotte City, to the point of intersection with the east-west centerline of Armstrong Avenue,
said point being 40 feet east and 40 feet south of the original southeast corner of Lot 48 Block
131, Wyandotte City, also being 36 feet south of the north 4 feet of vacated right-of-way along
Armstrong Avenue.

Thence west along said east-west centerline 36 feet distant and parallel to the north right of way
line of Armstrong Avenue, said line being 4 feet south of the original south line of Block 131,
Wyandotte City, to the Point of Beginning of the herein described tract of land.



Exhibit B
Downtown Grocery Redevelopment District - Depiction of Project Areas
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EXHIBIT C
PROJECT AREA 1

BOUNDARY DESCRIPTION

A Tract of land being a part of Lot 2, CENTER CITY, a subdivision of land recorded May 26, 1978 in Plat Book 33 at Page
56 in Kansas City, Wyandotte County, Kansas, and a portion of the adjacent street Right-of-Way's for 5th Street and
Minnesota Avenue, said Tract being more particularly described by Steven C. Shafer, PLS 852 of BHC RHODES, CLS 175,
by metes and bounds as follows:

(Note: For Course Orientation the bearings in this description are based on the platted bearings for the plat of CENTER
CITY.)

BEGINNING at the Southeast corner of said Lot 2;
Thence South 87° 49' 09" West, 335.22 feet, on the South line of said Lot 2;

Thence North 2° 10" 51" West, 132.02 feet, to a point on the North line of said Lot 2 and the South Right-of-Way line of
Minnesota Avenue as now established;

Thence North 2° 10" 51" West, 18.00 feet, to a point;

Thence North 87° 48' 09” East, 305.18 feet, on a line 18.00 feet North of and parallel with the North line of said Lot 2;
Thence North 2° 11' 51” West, 8.00 feet, to a point;

Thence North 87° 48’ 09” East, 46.04 feet, on a line 26.00 feet North of and parallel with the North line of said Lot 2;

Thence South 2° 10' 50” East, 158.12 feet, on a line 16.00 feet East of and parallel with the East line of said Lot 2 and
the West right of way line of 5th Street;

Thence South 87° 49' 09” West, 16.00 feet, to the POINT OF BEGINNING of the Tract herein described,
said Tract containing 53,075 square feet or 1.2184 acres more or less.

1:\026900 501—525 Minnesota Ave KCK\DWG\Survey\026900—TIF DESCRIPTION EXHIBIT.dwg

Project: Client:
EXHIBIT C UNIFIED GOVERNMENT OF WYCO

PROJECT AREA 1 AND KANSAS CITY, KANSAS

701 N. 7TH STREET. SUITE 712l Civil Engineering « Surveying « Utilities
’ 712 State Avenue Kansas City, KS 66101
KANSAS CITY, KANSAS 66101 p. (913) 371-5300 f (913) 371-2677

BHCRHODES is a trademark of Brungardt Honomichl & Company, PA.

Jan 04, 2019 — 2:50pm Plotted by: bareon.schultheis

Field Date: 2018/11/30
Issue Date: 2019/01/04




Staff Request for
Commission Action

Tracking No. 19613

r i
"'I'J',r_..: T .“.'.._.'-

Full Commission Meeting Date: 3/7/19
Committee: Economic Development & Finance

Date of Standing Committee Action: 3/4/19
(If none, please explain):

Publication Required: Yes 03/14/2019

Date: Contact Name: Contact Phone: Contact Email: Department/Division:
02/21/2019 Kathleen VonAchen, x5186, x5847, kvonachen@wycokck.org, Finance
Debbie Jonscher, Alyse x5273 djonscher@wycokck.org,
Villarreal avillarreal@wycokck.org

Item Description:
Adopt Home Rule Ordinance authorizing general obligation economic development bonds to fund land acquisition and demolition of]

Indian Springs site, and authorizing refunding a portion and/or all of prior Series 2010-B, 2011-C and 2013-B bonds for interest
savings. Submitted by Kathleen VonAchen, Chief Financial Officer and Debbie Jonscher, Deputy Chief Financial Officer.
Action Requested:

Please Approve

Budget Impact: (if applicable)

Amount:
Source:
Included In Budget:
Other (explain):
Attachments List:
Ordinance (Home Rule) Authorizing Indian Springs Project and Sale of 2019-B Bonds




(Published in the Wyandotte Echo on ,2019)

ORDINANCE NO. O-__-19

A HOME RULE ORDINANCE OF THE UNIFIED GOVERNMENT OF
WYANDOTTE COUNTY/KANSAS CITY, KANSAS, AUTHORIZING THE
ISSUANCE OF GENERAL OBLIGATION BONDS OF THE UNIFIED
GOVERNMENT TO PROVIDE FUNDS FOR AN ECONOMIC DEVELOPMENT
PROJECT.

WHEREAS, the governing body of Unified Government of Wyandotte County/Kansas City,
Kansas (the “Issuer” or the “Unified Government™) has considered the needs of the Unified Government
for the acquisition of property, relocation of businesses, demolition of buildings, site preparation, public
infrastructure improvements, the redevelopment of the former site of the Indian Springs Mall (the
“Project”), which property is currently owned by the Unified Government, all for the stimulation and
fostering of economic development in the Unified Government and its environs in order to enhance and
provide for the general and economic development and welfare of the Unified Government and its citizens;
and; and

WHEREAS, K.S.A. 12-1617h authorizes the Unified Government to levy a tax and expend public
funds for economic development purposes, but by its terms, the Act is not the exclusive means of providing
such funds and recognizes and acknowledges that the Unified Government may, in its discretion, exercise
any other lawful authority to provide funds for such purposes; and

WHEREAS, Article 12, § 5 of the Constitution of the State of Kansas (the “Home Rule
Amendment”) empowers cities to determine their local affairs and government and provides that such
power and authority granted thereby to cities shall be liberally construed for the purpose of giving to cities
the largest measure of self-government; and

WHEREAS, the Unified Government is a duly organized and existing municipal corporation under
the laws of the State of Kansas, is a consolidated city-county having all the powers, functions and duties of
a county and of a city of the first class, and is a city within the meaning of the Home Rule Amendment; and

WHEREAS, there is no enactment of the Kansas legislature which prohibits a city from issuing
general obligation bonds to provide funds for acquiring property, relocating businesses, demolishing
existing buildings, or site preparation for economic development purposes; and

WHEREAS, the governing body of the Unified Government hereby further finds and determines
that it is necessary and advisable and in the interest of the public health, safety and welfare, including
economic development, of the Unified Government, to authorize by home rule ordinance the issuance of
general obligation bonds of the Unified Government to provide funds for the Project; and

WHEREAS, the Issuer has previously issued and has outstanding general obligation bonds; and



WHEREAS, due to the current interest rate environment, the Issuer has the opportunity to issue its
general obligation refunding bonds in order to achieve an interest cost savings on all or a portion of the debt
represented by such general obligation bonds described as follows (collectively, the “Refunded Bonds™):

Description Series Dated Date Years Amount
Taxable General Obligation  2010-B  February 26, 2010 2019 to 2026 $7,320,000
Improvement Bonds
Taxable General Obligation  2011-C  February 24, 2011 2019 to 2026 $1,690,000
Improvement Bonds
Taxable General Obligation  2013-B  February 27, 2013 2019 to 2027 $2,080,000
Improvement Bonds

; and

WHEREAS, the Issuer hereby selects the firm of Springsted Incorporated, Saint Paul, Minnesota
(“Municipal Advisor”), as Municipal Advisor for a series of general obligation refunding bonds of the
Issuer to be issued in order to provide funds to refund all or a portion of the Refunded Bonds; and

WHEREAS, the Issuer desires to authorize the Municipal Advisor, in conjunction with the Clerk,
Chief Financial Officer, and other officers and representatives of the Issuer to proceed with the offering for
sale of said general obligation refunding bonds, and related activities; and

WHEREAS, one of the duties and responsibilities of the Issuer is to prepare and distribute a
preliminary official statement relating to said general refunding obligation bonds; and

WHEREAS, the Issuer desires to authorize the Municipal Advisor, in conjunction with the Clerk,
and other officers and representatives of the Issuer to proceed with the preparation and distribution of a
preliminary official statement and notice of bond sale and to authorize the distribution thereof and all other
preliminary action necessary to sell said general obligation refunding bonds.

THEREFORE, BE IT ORDAINED BY THE GOVERNING BODY OF THE UNIFIED
GOVERNMENT OF WYANDOTTE COUNTY/KANSAS CITY, KANSAS, AS FOLLOWS:

Section 1. Economic Development. The governing body of the Unified Government hereby
finds and determines that the Project will stimulate and foster economic development in the Unified
Government and its environs in order to enhance and provide for the general and economic development
and welfare of the Unified Government and its citizens. The costs of the Project may be paid, in whole or
in part, from the proceeds of general obligation bonds of the Unified Government which are hereby
authorized to be issued for such purposes pursuant to the authority of the Act and the Home Rule
Amendment in the amount of $12,000,000, plus associated costs of issuance and any temporary financing.

Section 2. Financing Authorized. The Issuer is hereby authorized to offer at competitive
public sale general obligation refunding bonds to refund the Refunded Bonds (the “Bonds”) as described
in the Notice of Sale to be prepared by officials and representatives of the Issuer, as authorized below.

Section 3. Preliminary Official Statement. The Chief Financial Officer is hereby
authorized to cause to be prepared a Preliminary Official Statement, and such officials and other
representatives of the Issuer are hereby authorized to use such document in connection with the public sale
of the Bonds.



Section 4. Notice of Bond Sale. The Chief Financial Officer, in conjunction with the
Municipal Advisor and Gilmore & Bell, P.C., Kansas City, Missouri (“Bond Counsel”), is hereby
authorized and directed to give notice of said bond sale by distributing copies of the Notice of Sale and
Preliminary Official Statement relating to the Bonds to prospective purchasers of the Bonds. Bids for the
purchase of the Bonds shall be submitted upon the terms and conditions set forth in said Notice of Sale, and
shall be delivered to the governing body at its meeting to be held on the date of such sale, at which meeting
the governing body shall review such bids and shall award the sale of the Bonds or reject all bids for a
particular series of the Bonds.

Section S. Compliance with Federal Securities Laws. For the purpose of enabling the
purchaser(s) of the Bonds (collectively, the “Purchasers”) to comply with the requirements of Rule 15¢2-
12 of the Securities Exchange Commission (the “Rule”), the appropriate officers of the Issuer are hereby
authorized: (a) to approve the form of said Preliminary Official Statement; (b) covenant to provide
continuous secondary market disclosure by annually transmitting certain financial information and
operating data and other information necessary to comply with the Rule to certain national repositories and
the Municipal Securities Rulemaking Board, as applicable; and (c) take such other actions or execute such
other documents as such officers in their reasonable judgment deem necessary; to enable the Purchasers to
comply with the requirement of the Rule.

The Issuer agrees to provide to the Purchasers within seven business days of the date of the sale of
Bonds or within sufficient time to accompany any confirmation that requests payment from any customer
of the Purchasers, whichever is earlier, sufficient copies of the final Official Statement to enable the
Purchasers to comply with the requirements of Rule 15¢2-12(3) and (4) of the Securities and Exchange
Commission and with the requirements of Rule G-32 of the Municipal Securities Rulemaking Board.

Section 6. Further Authority. The Mayor/Chief Executive, Chief Financial Officer, Clerk
and the other officers and representatives of the Issuer, Bond Counsel and the Municipal Advisor are hereby

authorized and directed to take such other action as may be necessary to carry out the public sale of the
Bonds.

Section 7. Effective Date. This Home Rule Ordinance shall be effective from and after final
passage by the governing body, approval and signature by the Mayor/CEO and publication (or a summary

thereof) once in the official Unified Government newspaper.

PASSED by the governing body of the Unified Government of Wyandotte County/Kansas City,
Kansas, on March __ , 2019 and APPROVED AND SIGNED by the Mayor/CEO.

(SEAL)

Mayor/Chief Executive Officer
ATTEST:

Clerk
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Item Description:

Adopt resolution authorizing sale of Series 2019-I1 General Obligation Temporary Notes to fund $7.5 million of project costs for the
Kaw River Bank Turkey Creek Stabilization Storm Water Project. Prior GO Series 2019-1 Temporary Notes authorized $2.5 million
towards this project. Proposed resolution increases temporary notes proceeds to $10 million for this project to address total project
costs. Submitted by Debbie Jonscher, Deputy Chief Financial Officer.
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please approve

Budget Impact: (if applicable)

Amount:

Source:
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Other (explain):

Attachments List:
Sale Resolution (2019-11 Notes)




RESOLUTION NO. R-__-19

RESOLUTION AUTHORIZING THE OFFERING FOR SALE OF MUNICIPAL
TEMPORARY NOTES OF THE UNIFIED GOVERNMENT OF WYANDOTTE
COUNTY/KANSAS CITY, KANSAS.

WHEREAS, pursuant to the provisions of the laws of the State of Kansas applicable thereto, by
proceedings duly had, the governing body of the Unified Government of Wyandotte County/Kansas City,
Kansas (the “Issuer” or the “Unified Government”) has previously authorized certain internal
improvements described as follows (the “Improvements™):

ACD CMIP Project Name Total Project Costs
963 5056 | Kaw River Bank Stabilization at Turkey Creek $10,000,000

WHEREAS, the Issuer is authorized by law to issue general obligation bonds to pay the costs of
the Improvements; and

WHEREAS, it is necessary for the Issuer to provide cash funds (from time to time) to meet its
obligations incurred in constructing the Improvements prior to the completion thereof and the issuance of
the Issuer’s general obligation bonds, and it is desirable and in the interest of the Issuer that such funds be
raised by the issuance of a series of temporary notes of the Issuer; and

WHEREAS, the Issuer proposes to issue its temporary notes to pay a portion of the costs of the
Improvements; and

WHEREAS, the Issuer hereby selects the firm of Springsted Incorporated, Saint Paul, Minnesota
(“Municipal Advisor”), as Municipal Advisor for a series of municipal temporary notes of the Issuer, to be
issued in order to provide funds to pay the costs of the Improvements; and

WHEREAS, the Issuer desires to authorize the Municipal Advisor, in conjunction with the Clerk,
Chief Financial Officer, and other officers and representatives of the Issuer to proceed with the offering for
sale of said municipal temporary notes, and related activities; and

WHEREAS, one of the duties and responsibilities of the Issuer is to prepare and distribute a
preliminary official statement relating to said municipal temporary notes; and

WHEREAS, the Issuer desires to authorize the Municipal Advisor, in conjunction with the Clerk,
and other officers and representatives of the Issuer to proceed with the preparation and distribution of a
preliminary official statement and notice of sale and to authorize the distribution thereof and all other
preliminary action necessary to sell said municipal temporary notes.

THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE UNIFIED
GOVERNMENT OF WYANDOTTE COUNTY/KANSAS CITY, KANSAS, AS FOLLOWS:

Section 1. General Obligation Financing Authorized. The Issuer is hereby authorized to
offer at competitive public sale a series of municipal temporary notes to fund the Improvements in the
amount of approximately $7,500,000.00 plus interest and costs of issuance (the “Notes”) as described in
the Notice of Sale to be prepared by officials and representatives of the Issuer, as authorized below.



Section 2. Preliminary Official Statement. The Chief Financial Officer is hereby
authorized to cause to be prepared a Preliminary Official Statement, and such officials and other
representatives of the Issuer are hereby authorized to use such document in connection with the public sale
of the Notes.

Section 3. Notice of Sale. The Chief Financial Officer, in conjunction with the Municipal
Advisor and Gilmore & Bell, P.C., Kansas City, Missouri (“Bond Counsel”), is hereby authorized and
directed to give notice of said sale by distributing copies of the Notice of Sale and Preliminary Official
Statement relating to the Notes to prospective purchasers of the Notes. Bids for the purchase of the Notes
shall be submitted upon the terms and conditions set forth in said Notice of Sale, and shall be delivered to
the governing body at its meeting to be held on the date of such sale, at which meeting the governing body
shall review such bids and shall award the sale of the Notes or reject all bids for the Notes.

Section 4. Compliance with Federal Securities Laws. For the purpose of enabling the
purchaser of the Notes (the “Purchaser”) to comply with the requirements of Rule 15¢2-12 of the Securities
Exchange Commission (the “Rule”), the appropriate officers of the Issuer are hereby authorized: (a) to
approve the form of said Preliminary Official Statement; (b) covenant to provide continuous secondary
market disclosure by annually transmitting certain financial information and operating data and other
information necessary to comply with the Rule to certain national repositories and the Municipal Securities
Rulemaking Board, as applicable; and (c) take such other actions or execute such other documents as such
officers in their reasonable judgment deem necessary; to enable the Purchaser to comply with the
requirement of the Rule.

The Issuer agrees to provide to the Purchaser within seven business days of the date of the sale of
Notes or within sufficient time to accompany any confirmation that requests payment from any customer
of the Purchaser, whichever is earlier, sufficient copies of the final Official Statement to enable the
Purchaser to comply with the requirements of Rule 15¢2-12(3) and (4) of the Securities and Exchange
Commission and with the requirements of Rule G-32 of the Municipal Securities Rulemaking Board.

Section 5. Further Authority. The Mayor/Chief Executive, Chief Financial Officer, Clerk
and the other officers and representatives of the Issuer, Bond Counsel and the Municipal Advisor are hereby
authorized and directed to take such other action as may be necessary to carry out the public sale of the
Notes.

Section 6. Effective Date. This Resolution shall be in full force and effect from and after its
adoption.

[BALANCE OF THIS PAGE INTENTIONALLY LEFT BLANK]



ADOPTED by the governing body on ,2019.

(SEAL)
Mayor/Chief Executive Officer
ATTEST:

Clerk

(Signature Page to Sale Resolution — 2019-1I Notes)
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