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April 14, 2020 
 

         VIA EMAIL ONLY  
R. Patrick Riordan 
Riordan Fincher & Beckerman PA 
3735 SW Wanamaker Rd., Suite A 
Topeka, KS  66610 
Via Email:Riordan@rfb-lawfirm.com 
 
Re: Topeka YMCA Statement of Disclosure 
 
Dear Pat: 
 
Attached please find a draft of the Topeka YMCA Statement of Disclosure and request for 
restructure that we prepared in early February.  This document as drafted was prior to the current 
COVID-19 pandemic and the financial information contained therein has been superseded, as the 
revenue of the YMCA athletic activity has been significantly reduced, as well as the revenue 
from the family based services.  The YMCA has cut back operating activity, which has reduced 
expenses somewhat, but the facility has been operating at a very reduced revenue level.   
 
We, however, wanted you to review these materials as was contemplated in early February.  
However, the financial information will need to be modified and adjusted upon the return of the 
YMCA to normal business activity.  Thank you for your review.  
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cc: John Mugler 
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YOUNG MEN’S CHRISTIAN ASSOCIATION OF 
TOPEKA, KANSAS, A 501(c)(3) CORPORATION 

STATEMENT OF DISCLOSURE 
 

 The Young Men’s Christian Association of Topeka, Kansas (“Topeka Y”) seeks to 
restructure its existing Industrial Revenue Bonds.  These Industrial Revenue Bonds were in the 
original principal amount of $7,055,000.00 issued by the City of Topeka, Kansas under 
Economic Development Refunding Revenue Bonds, Series 2011A (“Series 2011A Bonds”).  The 
Series 2011A Bonds were issued on or about September 7, 2011. 
 
 The Series 2011A Bonds were issued for the purpose of refunding and redeeming the 
City of Topeka’s outstanding Economic Development Refunding Revenue Bonds, Series 2000A, 
dated August 1, 2000 (the “Refunded Bonds”).   
 
 The Refunded Bonds were originally issued to finance the construction, furnishing and 
equipping of a new 38,000 square foot recreational health center at S.W. 37th and Chelsea Drive, 
Topeka, Kansas.     
 
 Recently, the overall revenue of the Topeka Y has dropped, impairing the ability of the 
Topeka Y to properly fund the Series 2011A Bonds. 
 
 The Series 2011A Bonds have not been registered with the U.S. Securities & Exchange 
Commission under the Securities Act of 1933, as amended, nor has the bond indenture been 
qualified under the Trust Indenture Act of 1939, as amended, in reliance upon exemptions 
contained in such Acts.  The Series 2011A Bonds were issued in accordance with K.S.A. 12-
1740, et seq. 
 
 The Series 2011A Bonds are funded by a lease payment made by the Topeka Y to the 
City of Topeka under a Lease Agreement dated September 1, 2011.  Kansas case law has 
substantiated that although the relationship between the City of Topeka as a fee title holder and 
Topeka Y is a lessor/lessee relationship, the United States Bankruptcy Court for the District of 
Kansas has construed the transaction as a “disguised financing transaction,” and thus able to be 
restructured under the provisions of the Bankruptcy Code.  Thus, the lease between the City of 
Topeka and the Topeka Y for the Southwest Topeka Y facility is not a true lease that can be 
assumed or rejected under 11 U.S.C. §365, but a financing transaction that may be adjusted or 
“crammed down” to the value of the collateral. 
 
 Kansas Bankruptcy Courts hold that an Industrial Revenue Bond lease is a disguised 
financing transaction.  See In Re KAR Development Associates, LP, 180 B.R. 597 (Bankr. Kan. 
1994) aff’d City of Olatha v. KAR Development Associates, LP (In Re KAR Development 
Associates, LP), 180 B.R. 629 (D. Kan. 1995); Contra. In Re Petroleum Products, Inc., 72 B.R. 
739 (Bankr. Kan. 1987).  In other unpublished decisions, the Court has found that it is a 
disguised financing transaction.  See In Re Southwind Hospice, LLC, Case No. 12-23053 
(unpublished). 
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 The total revenue shown on the Topeka Y’s IRS Form 990 for 2017 shows revenue of 
$4,451,571.00.  The 2016 revenue was shown as $4,371,044.00.  The 2018 total revenue was 
$2,113,871.00 as shown on IRS Form 990 submitted by the Topeka Y to the Internal Revenue 
Service.  The 2019 actual revenue is shown on internal financial records as $2,390,002.00.  Thus, 
there has been a drop of over 50% in annual revenue.  This fact has been caused by increased 
competition from for-profit exercise and gym facilities, together with the sale and sharing of 
facilities owned by the Topeka Y.  The Topeka Y held three locations in 2017 and 2018, hence 
the approximate $4,000,000.00 revenue.  These locations were sold, so the current approximate 
$2,000,000.00 revenue has been somewhat consistent at the Southwest location.   
 
 The Topeka Y obtained the services of Valbridge Property Advisors of Overland Park, 
Kansas.  Their appraisal as of August, 2019, which has previously been provided to the Bond 
Trustee, CoreFirst Bank, indicates a value of $1,635,000.00 for the improvements of the Topeka 
Y located in Southwest Topeka, which is the subject of the 2011 Series A Bonds. 
 
 This Statement of Disclosure is made to allow the Bond Trustee and bondholders to make 
an evaluation of the restructure proposal offered by the Topeka Y.   
 
 There are a number of additional creditors that hold claims or debts with the Topeka Y.  
Those creditors are not addressed in this Statement of Disclosure.  The representations made by 
the Topeka Y in this Statement of Disclosure are made from the financial and business records of 
the Topeka Y.  A number of such records are attached hereto as exhibits.  As a creditor or 
bondholder you may request any such additional information that you deem necessary to make 
an informed decision about the restructure proposal. 
 
 The information contained in this Statement of Disclosure and the attached exhibits have 
not been subject to a certified audit, except as may be subsequently disclosed in any exhibit.  
Due to the complexity of Topeka Y’s financial matters, the Topeka Y is unable to warrant that 
the information contained herein is without inaccuracy, although an effort has been made to be as 
accurate as possible.  The statements contained herein are made as of the date presented, unless 
another date is specifically referenced and delivery of this Statement of Disclosure does not 
imply that there have been no changes in information set forth herein since the date hereof.   
 
 This Statement of Disclosure is not intended to replace a careful and detailed review by 
the Bond Trustee.  This Statement of Disclosure is intended to aid in and supplement any review 
requested.   
 
 The Hinkle Law Firm LLC (“Hinkle”) commenced representation of the Topeka Y in 
mid-2019 to assist in its restructure efforts.  Hinkle relied upon information provided to it by the 
Topeka Y in connection with the preparation of this Statement of Disclosure.  Hinkle had no 
involvement with the Topeka Y, or its members, prior to the engagement concerning the 
restructure.   
 
 Any forward-looking statements contained herein are based largely on the expectation of 
the management of the Topeka Y and projections about future events affecting the financial 
condition of the Topeka Y.  Any use of the words “belief,” “may,” “will,” “estimate,” 
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“continue,” “anticipate,” “intend,” “expect,” and similar expressions identify these forward-
looking statements.  These forward-looking statements are subject to a number of risks, 
uncertainties and assumptions.  In light of these risks and uncertainties, the forward-looking 
events and circumstances discussed in this Statement of Disclosure may not occur and actual 
results could differ materially from those forecasted or anticipated in the forward-looking 
statements.  Neither the Topeka Y, nor its counsel will undertake any obligation to publicly 
update or revise any forward-looking statements, whether as a result of new information, future 
events or otherwise.  
 

HISTORY OF THE TOPEKA Y 
 

 The Topeka Y was formed in 1880 and has been serving Topeka since formation.  An 
earlier director of the Topeka Y was James Naismith, the inventor of basketball.   
 
 The Topeka Y currently offers quality care for preschool and school age children, a gym 
facility, after school activities, full day kid’s club, quality youth sports and summer camps.  
Various capital campaigns and charitable fundraising events have taken place.  Any such funds 
providing for operational monies are set forth in the budgets presented.  Unrestricted gifts are 
further set forth in the Balance Sheet of the Topeka Y. 
 
 As previously noted, the initial Industrial Revenue Bond issuance was the Refunded 
Bonds in the original principal amount of $8,500,000.00.  In August, 2011 the Refunded Bonds 
had an outstanding balance of approximately $7,055,000.00 and were refinanced or refunded 
with the Series 2011A Bonds.  It is the Series 2011A Bonds that the Topeka Y proposes to 
restructure.  As previously noted, the current revenue of the Topeka Y is insufficient to sustain 
lease payments utilized for the bond payments. 
 
 In September, 2019 the bond reserve was utilized to make an interest payment on the 
Series 2011A Bonds.  The April, 2020 payment will likely be made from the remaining portion 
of the bond reserve.  At that time, the bond reserve may be fully utilized and no funds will be 
remaining.  Bond payments thereafter will go into delinquency or default. 
 

LIQUIDATION ANALYSIS 
 
 The Series 2011A Bonds are safeguarded by liens on furniture, fixtures and equipment 
purchased with bond proceeds, together with the bricks and mortar of the facility in Southwest 
Topeka.   
 
 The Topeka Y obtained an appraisal from Valbridge Property Advisors in August, 2019, 
valuing the property at $1,635,000.00.  No separate value of the furniture, fixtures and 
equipment was obtained.  Most of the furniture, fixtures and equipment purchased with the 
Series 2011A Bond has been either fully depreciated, or is subject to a declining use life.  
Attached hereto as Exhibit A are the UCC-1 Financing Statements of creditors who maintain 
purchase money security interests on other pieces of equipment. 
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 For purposes of the proposal, the Topeka Y anticipates a revaluation of the Series 2011A 
Bonds and restructure at the $1,635,000.00 level.  Monthly “rental” payments used to fund the 
restructured bonds, based upon a 20-year amortization at 5% per annum, are in the sum of 
$10,790.28, or alternatively a 30-year amortization at 5% per annum at $8,777.03. 
 

MANAGEMENT 
 
 The President and CEO of the Topeka Y is John Mugler.  Mr. Mugler has served in this 
capacity for a number of years.  The unpaid Board of Directors consists of 13 members of the 
Topeka community.  There is an Executive Committee of 3 members.  The general overall Board 
membership, including emeritus members, is 17 in number. 
 
    Additionally, there are approximately 12 full-time employees, 4 for the Southwest 
location gym facility and 8 at the childcare locations.  There are 149 part-time employees, 108 at 
the Southwest location gym facility, including janitorial, lifeguards, fitness class instructors, 41 
at the childcare locations, including prime time, daycare, summer camp and Kids Club. 
 

FINANCIAL INFORMATION 
 
 Attached hereto as Exhibit B are historical cash flows for 2018 and 2019, together with 
projected cash flows for 2020 and 2021.  The 2020 and 2021 cash flows propose an amortized 
monthly payment (shown for convenience purposes) based upon the valuation of $1,635,000.00. 
 

SUMMARY OF CLAIMS 
 
 The Topeka Y has not set forth the total number of claims it holds from creditors.  It 
would note, however, that the following creditors have filed UCC-1 Financing Statements on 
equipment and are currently subject to either lease payments or debt service payments. 
 
 a. Jules and Associates, Inc.  This obligation has been satisfied, however the UCC-1 
Financing Statement has not been released; TCF Equipment Finance, Inc. 
 
The Topeka Y currently has a lease on one copy machine with Century Equipment. 
 

CAPITAL EXPENDITURES 
 
 Management believes that $450,000.00 is necessary for new HVAC units.  There are 
currently four HVAC units, two of them were scheduled to be replaced in the summer of 2020.  
The total estimate for capital expenditure needs to get the entire complex up to standards is 
$810,500.00.   
 
 Further, management believes that $150,000.00 is necessary in pool repairs and 
upgrading.  The pool heaters and pumps are over 20 years old and much of the fixtures and 
galvanized plumbing are still original.  Management estimates that major motors, pumps and 
seals will need to be replaced in the near term.  The estimate of repair expense through the end of 
2020 is $45,000.00.   
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 Locker rooms will additionally need to be gutted and replaced.  The thought is to replace 
the outer doors of the existing locker rooms to avoid the cost of total refurbishment.  The total 
locker room repairs are estimated to be $43,000.00, including new shower hardware.   
 
 New steps, hand rails and curbing need to be done to refurbish the parking lot and entry 
steps.  The total estimated cost for refurbishment of the parking lot is $23,500.00.   
 
 Fitness equipment is also outdated, much of which is original equipment.  Management 
believes it critical to replace the circuit training equipment within the next year.  StarTrack has 
made a bid for $14,000.00.  This equipment would be consistent with the existing equipment, 
plus we have trusted service personnel for repairs.  The cost is in line with national YUSA 
pricing.  Treadmills are currently being replaced at the rate of four a year with an estimated cost 
of $19,000.00.   
 
 Finally, exterior lighting will need to be reviewed before the winter months of 2020.  
Management believes they can keep this expense under $5,000.00.   
 
 Outstanding work needs are attached hereto as an Exhibit C. 
 

CURRENT MEMBERSHIP 
 
 Management defines membership in “Units” which define a paying member.  In January, 
2017, the Southwest location had 2,730 Units.  Immediately after a new gym opened in the area 
(3.1 miles away) 200 Units were lost. 
 
 In January, 2020, the Southwest location had 2,536 Units.  Planet Fitness opened its first 
site in Topeka (2.7 miles away) and it is estimated that 52 Units have been lost.  In early March, 
2020, Crush opened a facility at the corner of 29th and Topeka Blvd.  The impact of this new 
location has not been determined. 
 
 The current membership is 2,496 Units.  Management is optimistic that it can stay above 
2,400 for the remainder of the year.  Many of these members are often subsidized.  The Topeka 
Y, therefore, has members that do not have the funds to pay and attend another for-profit gym.  
The for-profit gyms generally draft bank accounts monthly and do not send bills.  Therefore, the 
Topeka Y members are generally more fiscally constrained than the for-profit facilities.  Thus, 
the for-profit clubs have been “cherry picking” our more affluent members.   
 

PROPOSED PLAN 
 
 The Topeka Y proposes that upon obtaining approval of 51% of all bondholders, that the 
Series 2011A Bonds be restructured upon the basis of valuation, and to the extent necessary, a 
new series of bonds be issued to refund the Series 2011A Bonds.  The Topeka Y will defer to 
CoreFirst Bank’s independent bond counsel or the City of Topeka to determine the best 
mechanism in order to implement the restructuring proposal.   
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ATTRIBUTES AND TAX CONSEQUENCES 
 
 The discussions set forth above are for general information only. The Topeka Y, its 
counsel and accountants are not making any representations concerning the particular tax 
consequences of this restructure with respect to the Topeka Y or the bondholders, nor are they 
rendering any form of legal opinion or tax advice on any such tax consequences.  Applicable tax 
law for non-for-profit corporations is complex and the following summary is not contended to be 
exhausted.  The bondholders are urged to consult independent tax advisors regarding the tax 
consequences of a restructure. 
 

LITIGATION 
 
 Prior to this Statement of Disclosure, the Topeka Y was not involved in any litigation.   
 

ALTERNATIVES 
 
 The Topeka Y reserves the right to file a Chapter 11 proceeding to implement its 
proposal.  The Topeka Y wishes to avoid that consequence due to the expense involved for the 
bondholders, Bond Trustee and the Topeka Y.  Potential attorneys’ fees for the Topeka Y may be 
up to $100,000.00.  It is likely that if the restructure proposal is not initially accepted by the 
bondholders, that litigation in the bankruptcy court could extend for a year.  The Topeka Y is 
concerned about declining revenue that may exist if it were in a Chapter 11 proceeding due to 
negative publicity.   
 
 In addition, the collateral or assets available for the bondholders have limited adaptive 
reuse.  The building is in need of significant roof refurbishment (in excess of normal and 
customary roof repairs).  In additional, capital expenditures will be necessary to implement new 
or more modern equipment. 
 
 The facility is approximately 20 years old and there have been, in recent years, deferred 
maintenance that has occurred because of declining revenue and the lack of available disposable 
revenue for such improvements. 
 
 When the facility was constructed, the location of it was thought to be in a growing 
residential community.  It was anticipated that the city would expand with new subdivisions to 
the south of the Topeka Y.  Regrettably, that event has not occurred.  The Topeka Y, therefore, 
does not have an advantageous geographical location for citywide participation and is, at best, a 
neighborhood facility.   
 
 There are, thus, limited alternatives available for use of the facility.  Larger corporate 
businesses have developed in Topeka within the last 5 years that have their own facilities.  It is 
unlikely that they would not be interested in the current Topeka Y facility in Southwest Topeka, 
as its model does not confirm with the business model of these for-profit facilities.  
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CONCLUSION 
 
 This Statement of Disclosure is intended to assist the Bond Trustee and bondholders in 
making a decision regarding the proposed restructure.  If the restructure is acceptable, obviously 
significant documentary changes will need to be made, including the refunding of the Series 
2011A Bonds by the issuance of new bond documents.  Alternatively, to the extent that the Bond 
Trustee has an alternative, a restructure proposal may be made internally concerning the existing 
Series 2011A Bonds.   
 
RESPECTFULLY SUBMITTED: 

 
TOPEKA YMCA 
 
By:        
Printed Name: John Mugler 
Title:  President and CEO  
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