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Purpose

For the Budget, Finance, and Economic Development Committee

to review LFUCG’s current debt and the Comprehensive Debt

Management Policy, to make informed decisions in the future.

R E V I E W  O F  L F U C G  D E B T



Comprehensive 

Debt Management Policy

• Ordinance 3-2014: adopted a comprehensive debt management policy on 

January 16, 2014

• Establishes guidelines regarding the purpose, type, structure, method 

of sale, usage and maintenance of debt

• Identifies two metrics to evaluate the debt position of LFUCG

• 8 objectives to assist LFUCG maintenance of outstanding debt and 

management of future debt:

A) credit quality;  B) purposes for issuing bond debt;  C) types of 

debt permitted and criteria for issuance;  D) debt structures;           

E) methods of sale;  F) refunding debt;  G) legal debt limits;  H) tests 

of afford ability and capacity
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Purposes for Issuing Bond Debt

• May only be used to finance costs associated with the acquisition or 

construction of capital projects

• i.e. buildings, permanent structures, attached fixtures or equipment, 

planning and design, land acquisition and development, and 

equipment purchases – permanent or moveable 

• Life shall not depreciate before the maturity of the bond issue

• NOT to be used: 

• To fund operating expenses of day-to-day governmental activities 

• If the aggregate cost for projects to be financed fails to reach a total 

of $1,000,000. 

• Approval must be granted by the Urban County Council, prior to the 

issuance and sale of bonds
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Pol icy Object ive:   (B)  



Debt Structures

• Debt borrowed should be of a duration that does not exceed the useful life 

of the underlying capital project that it finances

• LFUCG should design the repayment of debt, with 2 objectives:

• To expedite recapturing debt capacity for future use

• Match its cash flows to the anticipated debt service payments
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Pol icy Object ive:   (D)  



Tests of Affordability and Capacity

• General Obligation Bond Debt: metrics to evaluate the affordability and its 

capacity to use debt in the future

• Operating Expenditures: total expenditures for all general operating funds, 

including net transfers out

• Recurring Revenues: revenues earned by LFUCG that don’t reflect one-time 

tax initiatives (i.e. tax amnesty programs), temporary revenue sharing or 

revenue infusions by other governments, sale of surplus assets, and fund 

balance or Economic Contingency draws

• If targets are not achieved, then LFUCG will work to create and 

implement a strategy toward achieving these financial targets
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Pol icy Object ive:   (H)  



Affordability Targets

• 2 ratios to evaluate its outstanding debt and capacity of issuing
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Pol icy Object ive:   (H)  

Evaluation Metric Target

Debt Service as % of Operating Expenditures 10%

Debt Service as % of Recurring Revenue 10%

1)  Debt Service as % of Operating Expenditures  =  

debt service expenditures for all General Operating Funds

Operating Expenditures

2)  Debt Service as % of Recurring Revenues  =  

debt service expenditures for all General Operating Funds

Operating Expenditures



Bonded Capital Projects 

per Fiscal Year
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Fiscal Year
Total Bonded

for Capital Projects

2013 $3,532,000

2014 $17,505,950

2015 $26,188,100

2016 $59,204,280

2017 $47,913,720

2018 $30,383,485

2019 $40,318,500



Comparable Cities
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Note:  Every jurisdiction has unique financial management strategies based on their circumstances and needs.

*University City   **Merged Government

NA

NA



KEY

SCHEDULES: 

Summary of  

Outstanding 

Principal  

Requirements
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*As of June 30, 2018



*As of June 30, 2018

KEY

SCHEDULES: 

Summary of  

Outstanding 

& Projected 

Debt  Service 

Requirements
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KEY

SCHEDULES: 

Summary of  

Annual  

Payments as 

Percent  of  

Revenue
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12 Years Existing Debt
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3% Annual Adj. Factor



12 Years with Anticipated New Debt  
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3% Annual Adj. Factor



Recommendations

• Monitor and manage debt

• Maintain budget controls

• Acknowledge the Comprehensive Debt Management Policy and the 

targets outlined in the policy

• Awareness of overall bonding debt in the future
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R E V I E W  O F  L F U C G  D E B T

QUESTIONS?


