aLozmTILL

suoN

auoN

10000W 4D 335

i

HEHH

“supgouny sisfjeve pue Buuojuow Iwg-eay s wopad)

O} }f JOj JSPUO W WA} EJEP SPAAU J PRYUAP SEY I SIOUD 3yl pUB "iojelade) OISSIUSURS L MOjEuRI00D AINGETY
51| Y EjEp aws-eay o susyaxe ey Joj Jaluad jeauo) Lewud sAuoyny Bunueieg sy) LY ainanas eyl
sBuzyixa 2jep painas Aasianp pue uEpUNpa Yie ‘sageqeded afueyaxs eiep aney ieys Auoiny Buouejeg ye3

£y

b=l 00-dOL

aueN

2ueN

H00004HSD 335

nd

WNIgIN

“suoneiado Aep-jxau 1oj UEld Bunesadg sy dojanap of Jepsod
UJ WOy BiER SPASU | PAGTURR SBY | SAMUR 41 i sameqeded afueyaxs e1ep aney reys Auoyny Busuejeg yoed

ey

F100-d Ol

d0OL

suUoN

auap

WNgEw

“ApjEwanaun) JUBPUNPEE 201530 0 SINOY MY UILIIM UOIDE Bemu) geys Jojeseds) Loissiusue) | |
By} '|RjSSAONSUN S1 158} B || "SABD JEPUS|ED (5 AIBAB SOV j5ES] 1B ARBUOnIUN JUBPUNDa) J9j 0ZY uswasnbay
ur paynads saqpgedes abusydxa eep JaIUaY joAueD Aewud 51 isa) jieys Jojeiadg unsssiwsues] yoe3

#l00-d0L

dOL

auopN

auop

HOH

“slUslLSSassYy s-eay pue Suucjuow Jum-{Bay si weopad of j Jo)

JBPI0 UY WDY) EIEP SPASU |2 PAGIUARY SBY ) SARIUS Ayl pue Luoyiny Suisueieg oieulpion] pgeisy S s eiep)
awn-eay jo abueysxa a1y Joj "mRjuan jonuog Aeuwnd s cyeradQ UoisSRUSURI | Ay LM AunpRRsEU 3Bueyaks
EjEp painos frasianp pue JUepunpad Y ‘sanipgedes sBueyaxs ejep sney [jeys soiesedQ uossIWSUR) | yoeg

“oZy|

P l-d 0L

dOL

auoN

auap

WNEOEN

“saskjeuy Buluue|d [euoneiad() sif wiopad of Japus Ul Woyy
EJEp Spasaul | payiuap sey §i sannua syl Y sagijgedes sbueyaxa ejep aney peys JojessdQ UoisSILSURI) YIET

“ELY|

P lpordOL

d0L

jeuuoN

auap

“F105
Ul SOURAPIP B 5 2UIY) 3G SIoUBiSUI W Jajawered Gunmu jsow ay) o) ajesado geys sojesadQ) UISSIUSURL ) Yoeg)

‘8|

P lrd0L

JEULON

LOO00Y 4D 295

HOH

SaUP PEIIRE UsanWaqg S|SUUEBYD U0 EJIUNWILIDD
pue pue Buuoiwow Wwawdinba jonucs pue Guy 1@ SH o |
vr_m ummﬂﬁo_umcnmn !.Px—.um.ﬂ_ AUOIENE a1 Y SIojesRd] walsAs 51 apwoud j[eYs Auoyny Bunueeg ﬁ_mw

“LLy)

Fi00-dOL

d0L

[EULCN

JeuLIoN

suap

H3H

"S3MIUS PIOIYR UIAMA] SISULBYD UOHEININLILOD|
palenasse pue "sagipgedes juswssasse pue Buuojpuow “uawdinba jonuod pue Buusiawaia) SH Jo SUBUSIELL|
pue sabepno pauueid ancidde o) MUoLINE Sy s SropessdE Walshs ) apivoud FRYS J0IRBdO) UGISSILISURI L YET)|

FL00-dOL]

dol

|1 |

[EAION

WNazn

‘PAPAKS USSG SBY TOS B UAUM S|
Il O WRISAS S UIMIE O) USHE) SUONSE JO JOIRUIRIOeD) AEmqeiE Y SI WO BRYS Joiesd) UOISSIUSURY ) YaE )

51y

P LO0dOL]

dOl

feLUCN

auap

HOH

JUAWSSISSY IWA-EIY J0 Bulopuow awg-eay
S} jo wed SB payuUap! sduepaas 10 B aebiny o veld Gunesadn s S1emul geys Jojesadi) UISSILISURI ) YoE]

Fl00-dOL

dOL

JEMITH

auop

HOH

"s3NUIW OF Auasa aoU0 jSea] | pauucpad ST jUsWSSAssY SWN-Ea) E 1Byl SINSUI [Jeys Jojesadi) UdISsIUsSURI] yoeg

ey

P 10-dOL

dOL

FRLLLON
Teiqenydde j)
LELLUGN

(ajqeaydde ji)
JEUION

auoy

HIIH

AL TOHI PEIEL sp Buip uoneIng mued 2 sog (IoHIN
M Bunesado Mpgenss UKDFUUONBILY paunUap! AUe SpisIng S1eJa00 100 JBYS BRI UOISSALSUR]] YIBT

4t

FlrdOL

feusoy

feunoy

10000830 228

eULON

HOH

“‘Kousnbay) vogosuwosiy| Woddns pue eary Auoyny Guouejeg
SY uiy aouepeq abueyuRU-pEOT-UonesRUAE UIRIUIEW ©f JAPUD Ul "PEO Jo uonelaush pedun eyl sawayag
usiy [Epaway o snies sy Bupnjoul ‘easy Auewyry Busueseg sit soliusw jleys Ausyiny Busuereg yoe3

Ly

FlrdOL

dOi

avoN

auoy

HaIH

Jojessd UossUsSUes| ay) Ag AIESSIOFU SE pAYNUERY
Basy Jojered() UNISSILSURI ) S| SPISING S} SIF-UOU J0) BIEP MY PUB "saBR1|0A 'SNIZIE JTWN PUR ULIQO "60L
pue Uojesad LOISSILWSURE] AUl &g AuEssaoau
S paguuap) By Moierad) UISSIUSURIL ST FPISING SILUIYIS UORIY [BIPALUSY JO SNIEIS B aTIN PUB WIRIGE S OL
tojeredp uoissiwsues| ay) Ag Aesseasu se palEmusp
RaUY J0IRIBI0) UDISSTUSURI L S1I SPISING SAMAIIE JO) BIEP Mol puE ‘safielion ‘smels aziin pue WeISD b oL
opes

J1 3l fig & SE PAURIAP! BAY JOIRISAD LOISSIUSURY] S UINIM SSOIDE) STE-UOU JORuow .M.uw
"By J01I300 UGISSIUSURIL SM UILIM SBLWSUDS Loy |BID9WeN Jo Sniels 313 Jopuoy ‘7 0l
‘eany sojesadQ ucIsSIUSURY) ST UL S34I0E] JOIUOY L0k

“EaNY Jojesad D) UOISSRUSUEI] S| UM S33UBRaSY
(108) pwn Bunessdg walsds Durissiep Joy Sumoe) sy wiepsd geys sojessd) UDISSIUSURIL WDES OLH

Dy

Fl00-d0)

va

|euon

|ewuoy

LODDOY AT 398

[euuoN

wnaIam

‘sangua PRI
3] Uaamaq 5 Yy Swas p pue ‘Sanpqedes JUsissasse pue Buuejiuew uswdinba joauco
pue Gusawals) o) "amow Jo H-_E_E nn?mumﬂ:u dun pue 'safemno p 1d J|2 jo Sanaus pejaauucasEI

PejaRtiul UMowy PUe MoElpIond Alpgeray sp Amou j|eys Jojesad D uoessiwsuel] pue Suayiny Suinueeg yaeg|

‘6

b-R00-d0L

[BWON

|ewuoy

H2IH

“Aavafiawg
[T T 1T ] _...__._ﬂu Jo “ul pnsas 2y sunnesado papadia Jo [ERoE SP Jo sJojelad LHISSIWSURS] pajoedi oLy
pue ' iy Busueieg p s oLy AI00T) AIIGETAY SH WUOpU JEYS Jojeiedl UoesSIUSURL]| 3B

L)

F-R00-dOL)

dOL

JewionN

HOIH

“sluawannbas Loinpeis jo “Laieinbias ywawdinbal

‘Mayes sejow pinow. o pajuswsidws Aesisiyd aq joures sauelsissE Yons ssejun 'sasnpasosd Aousliewg
ajqesedisos 53 pjuawa)dun sey Jojesady vesssiusues ) Bunsanbag auy) jely papinasd “sgge pue paysanbal

12 "By Jojuipsoa D Apgenay Si ull SIofeIadQ UoISSILESURE] JIYI0 ISISSE |[BYS JjRIad0) USISSRUSURYL YIE]

F-l00-dOL

saRnu3 paseysiBoy JOL pue vg J0) Spiepuels DE3IN siqeanddy - | peg

spJdepuelg panoiddy oy34



at BLOTRTILL
TELOOHLAD sRg
TURWSSESSY sU-ieay pue Bulopuow swn-eay "saskieuy Buluueld puoneisdg soeiady sassiusues))
doL BuoN [eUsoN auoy P EN 31 fq pannbas ejep aaey JBY) $3003 0F UoneNRIRds BIED SI SINGUISID FEYS Joesedo volssausuR) | yoeg £H| £ED0-dOL
10000943 #ag
vE QUoN FUoN Apgisundsay nd HIM0T “EiEp pRIEdipUl 8yl spinaid of 51 wapuodsar sy yum Ag aunpeap ayl| “vEH| £-£00-d0L
10000u4D @25
va BUoN BUoN fpgrsucdsey jin4 H3IMoT “eiep Guipivoud Jop Apoipouad v| ] E-500-dO.
LO0DOMLD #eS
“Apgesa washs sppedw)
ve suon BUoN Apqrsuedsey (ng d3Imo1 1ey) uoepeibap Jo sniErs WASAS LORIS|DI [RI2SdS PUB WasAg ol I WU JO UONEIYNOU JO) SUOISIAMY Ty £-200-d0uU|
LO0D0WSD 225
‘Buwcdivow
hic] auan oM Appqissodsay Ind HINMOT Bun-eay pue nauny siek 3 poddns oy Auoyiny Suisueieg au) Aq PAPIJU UDITUUOIU PUE B1ED j0 151 VY ‘LY E£00-dOL|
10000Y 4D 338
00 P 2Q WU ING “3PNIUL FEYS UOGEIDDS Elep 3yl Buuopuow sun-eey pue suogaun siskEue|
e auay auop Amqispodsad (Ind HINMOT s1) uuopad o} 1) 105 AIBSS303U BIRP AU} 30 UONEIRdS PAUILINICE B UIBIUIBW FBYS Muoyiny Buisueieg yae3 ‘T £-£00-dOL]
CELOQYLD 395
JOL auap s | FUON HImMo ‘BIRP PAIBPUL Ay apaaoud 0] S1 IWBRpUOHsEal au) udiuw Ao suilpeap By wiH E-E00-dOL|
ZELOOH LD 935
dOL oM [ELLionN auoy H3moi “Ejep Buipiacad so) Aiipousd v ECLY E-E£00~dOL|
CELOOY D 395
“Kypgena) waishs sivedun
dOL auon |y auay HIMOT 1BY) uonepesbap Jo sniels Wessis uoioejold [EReds puE WeisAS UDRISI0NG JUBLIND JO UOSEIYROU J0) SLOSSIADUY F e £L00-dOL|
ZELOOWAD 995 Jojesadp UotssiwsUES | AU Ag Aiessadal
PRUSSD SE BIED WOMIAU [BLISIXE pUe BIEP STE-vou BUpnpu sjUalssassy awn{esy pue ‘Gupsyiuow awm-jeay
dOL auoy [Ewsey auay HIMO1 ‘sasipuy Buuweld reuonesado sy poddns o Jojesadg voissIusURL | 31 AG PAPISU UONBWLOJUT PUR B1ED JO 151 By E-B00~dOL|
CELDOHAD Beg 0} p3pw 3g jou Ing “epniauw
Ileys uanesyads Bjep ay) “sjuslissassy aws-{eay pue 'Butopuow swn-esy seskeuy Guuwey |Rucnesedy)|
dOL auoN FELLLOY BuoN H3IMOT S1i uwropad o @ Joj Jiess309U B1Ep BY) JOj UONENEDAdS PIUAWNSOD B LWETWEL [[EYS JOferady) UoISsEUSuR] yoeg o E-E00-dOL
L0000E4D 235 l_
JojeuipaonD Amqenay )
wg BUON Uy Rmossucdsay |Ind WNIaaw | o #y wawasnbay W payuap) sudnesado Aep-eu so) [shreld Buliesadg su apwosd geys Auoyiny Busueeq yoes Iy F200-dOL
TELODHAD 335
JOPRUIRI0D Alpgeilay S o)
4oL auon ] ausy WNIQ3W | 2d wswaunbay W peynuap: suanesado dep-isu o) (shuelg Buneiadg si apiiosd jieys Jojeiadg wossiwsue | yoeg| 9H #Z00-dOL]
LODDOH D 335
“(shueid asey w2
B aUoN auap Appqisvodsay Iind WniaIn A3y} 9} 58 pi Wwawaiinbay ui pei (slueld Bunesado sy i paynuapt ssnnua Aoy peys Auoyiny Gunuejeg yseg| ‘SH FZ00-d0L
10000Y 2D 39S
i) auen auap Kmgisuadsay ing WIo3IN fypqedea Ayigeraagap Bupnpu "sawannbay anasa dSiaus pue foedes “Frd ¥ZO0-dOL
10000Y 4D 935
ve BuoN auen Appqisuodsay jing Wiasn sualied purewag| Ery #-200-d01
L0000HSD 235
k-] sunN auon Aqisuedsay png WNa3w Bugnpaygas abueyaiaiu) Twyl F-Z00-dOL
10000H4D 225
ki | BUBN BUCN fgisuodsay (Ing WNIa3N \miedsip pue e s | pajoadxg LRy r-Z00-dOL
100004 @25
WE JUON ] faungrsuedsay (ind Wnaan 1sassAUppe 1oy Aep-bial au) o) (slueld Bunesadg ue aney eys Luoyny Bupuereg yoeg ‘r| FZ00-dOL
ZELD0M4D 22
“(s)ueid asoy) v mg:_mﬁ—
401 auop [ewuoN auoN WNaW ) §8 2y Wwawannbay v paio (sjuelg Buneiadg au un paugusp: seanua Anou geys Jojeiadg Lessuswel | yaeg) | -Z00-dOL]
ZELOOYWAD Bag 1y uswannbay
w1 pannbay se siskjeuy Buluweld [Buonesado S1 Jo Insad  SB paynuRp! ssauepassxs (10S) nwi Bueladg)
d01L aAuon [euLoy auoy WnNa3n wajeks [enusied ss2uppe o) sucaesade Aep-pau Joy 5)ueld Bunessdo ue aney geys Joersdg voissIwsURI] [IE3) ‘TH P=Z00dOL
TELOOMAD 295 {57103) span
Bunesadg wagsis si jo Aus paa0xa [ eary Jejisd volssIUSWRL] S EW ABR XSU aY) Jo) sUcdesado pauueld
dOL BucH FEURON auoy WNgIN I SBYIRUM STIESE O) 1 Moj(e I LBy sisiieuy Suluueld [euoneadp Ue aney RRYS JOIERRdO UDISSILSURI) (] 1y P-Z00-dOL
ve HOQOOWAD Bes “Rileucqauny JUEPUNPal BIOYSEL O] SINOY OW LW Uonoe ajeniul |eys Auoyiny
Buroueyeq ay Inyssazonsun 511s8) ayj | “sAep Jepusied 0§ Aana 300 1583 12 ANEUOEILN) JUBPUNPE Jo) Ty
auon auay lind WnigIm luawasnbay us payisads saiyigedes abiueysa ejep s9juad jaques Uewd sy 153 leys Auoyiny Bupueieg yoel Ty -100-dOL

saRRu3 paJaisiBoy dOL PUB VE 404 SPIEPUEIS DHEN 2lqealiddy — | Hed

spiepuejs pasosddy D¥y34




it gLoZmTE
ZELD0H4D BRs ‘jeanbal B jo SAep Jepuales)
doL 0T Ui ssojerad UcissRUSUERS | juaceipe pue Jojeuipion Appqeiay S 0 (PUBG SIUBI30) PRIBINOSSE UE LW
auoN [ auoy HEHH anjea jabre) B Jo abues B Jayp 51 ygm) sanpayas sbeqoa ayl jo Adoo e apiwoud jeys soiesadp uDIsSAUSURI | Yoeg 1l T LA
TELOOYLD #ag “spwr) Bugesadg Apgenay
4oL wanaesuosaY pue syw Bunesadp waishs wiyps sesado o ueyd sy jo Yed se (pueg SoURIE|0) PIjEDOSSE Ve
peLLron auoN auoN HOtH Yy anjes jalile) e Jo abues e Jalla 51 Yajym) ajnpayss abeyon wayshs e Apaads leys seperado uoissausues | :uumw Ly ' E-L00-HYA
{5,beu-gns Joj prepuels 8as asea|d) (j|BYS USLISSASSE [DBGWI [EULAL 23U sa1eab so aseyd sad v gf S1 LS e
5 juswarnbay Ul papnosd aNjEA DD FARIAYT WRMLNEW 1R AU3UM sJausajsues] awod 38 algedidde paumo|
[«]} |euLoy SUON auoy WnIgaw | Auiol pue £13)05 511 20 IWSWSSASSE [DB0WI [PULBY] B 120DUDD HEYS SO JOJBIAUAD) PUB JAUWED UCISSIIEUR) | yaed ] 1-100-7d1
ZELO0ULD 90S
doL va N
L0000WID 238
paunsoo sey Jossaoosd wueie Busoptow awn-feay s jo anjie) B usgw sopesadg waysis su o (sluonesgnou
IuaN [oN Ayparsuedsay Ind wnaan S2pin0Ud 1B JOpUow ssaonid Luere Uk anel jeus Muoyiny Bunuereg pue Jojesadg uoissiwsues) yae3 gu| “vH {)1-0L0-d0OL
‘SjUBWSSASSY awn-jeay su Bunaeye sanss) Aent sisAEUR SSAIPPE O SUOHIY C'E
dOL PUEB ISJUBMLISSAESY SWE-Baj SI Ul pasn siskieue jo Agenb ay) 3edpu o} Sucislg "7
TELOOWLAD 225 ISlUalssIssy SWi-Eey sit Ut pasn sisijeve jo Luenb sy Bunenjess Jop susiuD TL°g
SN JBYS unpanold Buneledp Jo s5800ud Bunesad) auy | SIUBWISSISSY SUUN-IESM S Ul pasn siskjeue jo AupEnb
|Bwuoy i FUoH wlgan 24} ssaippe o} smpesaiy Bugesady io ssacoig Bugesadg e juswsegdus jeys Jojzizdg eISSIWSURL YIRS EH| £ i-0lo-doL
“sungIuny sisfeue s sjagpe Aenb
EjEp usyw ejep auy) Bwpivosd Jo) sigsucdsal (SalkaUa aL Ui sansst Agenb ejep awn-jeay SSUppe Of SUIPY £'F
va Pue Soiesed0 WeisAs 2yl of B1ER AWH-EAY o AURND B3| MENPU 0} SUCISINGIG Z'E
lejep awnj-jeay jo Agenb ay Bunenjess joj euaiug 1g
LODOOY A0 393 Japnjou) peys sungasalg BuneisdQ so
ssa001g Bunesadg ay Buveyiucw awgjeay pue suofauny sisdeue s) wuopad o) AUESSEIU BIED SWIHEIY 34 jO
auon auoy fppersuadsay jing HSIH Aenb s1n Ssauppe o) aunpaoeud Bunesado Jo ssevaly Buneledg ve uswseidw geys Luoyny Buoueeg ywes Ty || {-010-doL
SIFWTERESY Wiy spaye Lend
Ejep Uays e1ep syl Guipod Joj ssqiswodsas (seafius au) Wi sanssi Kinenb elep aws-jeay SSEUPPE o) SUOHY L
doL pue rojesad) Wwaishs 4l 0) E12p swikEay jo AUERD sy AE2PUL O SUOSIMOIG T L
‘ejep aum-eay jo Agenb ay) Suneneas sof BUILD L)L
CELOOYMSD 22 IapniaUs geys sunpeotsd Buneradp Jo sseoaig Bunessdp)
21| “SluaLssassy swn-eay pue Suuojiuow swn-esy sit wopad o) Aresseoau ejep aws-jeay auy) jo Ajjenb)
FBULOH FELURON AUoN HOH &) ssauppe 0f aunpaccud Bunesadp Jo ssaooig Bumessdy ve wawaldw [RYs SR UNISSEUSURS | U LY [F] i-p1o-doL.
TEIODHLD 285
auoN
LO000MAD Beg
<04 oL va FELEROR Buap fupgesuodsay (4 WNIasw |oaopaud Aunoss spqesssbe Aeninuw i ECH E-000-dO.|
TTIO0ULAD 235
[N
LOODOMAD 338
dOL | oL | v8 lewon [Bwian Aypgswodsay Ind Wnaan sjoqjuea ejep Buwgosas Joj ssaaud aigesasbe fgenin v z'sH £-£00-dOL
ZELD0HL0 2ag
auoy
HODDOHAD 935
dol | Ol | Y8 [RULTH ] Apaisucdsey png WNOKDEN 1eULD) spqeasube A emm v LG £-E00-d0L
ZELOOELD 325
auoN
L0000MSD 28 dBursn suonesynads pajusWnoop U jo suoebigo ayl
fsnes peys vy Jo £y wawainbey ul volEsyads Bjep B Buinaca) Japinald UOINGU|SI] PUE SaUmE) UDISSIUSUR]
dol | OL | V8 [Eluan |ewuan fpmsuodsay |ind WNIaIN ‘K3 Buwseg-peo “MoiEsRd0 JOIRIAURD UaumD JNIRIBU3D ‘Auoyiny Bunueieg lojeiedp usissusuel) yieg gy €000 L
LO000U D 335
‘Buucyiuow aum-{eay pue sUosun siskieue s uoyimy
¥a auap auay fmqisuedsay |Ind g2amon Gurueieg ay) g paantal ejep SAEY JRY) S30AUR 0] LoiedDads elep St SINGUSIP IEYs Auoymy Buzsueeg yoes “#y £-E00-dOL]

sappuz paiaysiBoy dOL PUe WA J0) SpiepuelS Oy3IN 2iqeayddy - | ped

spiepuelg panosddy 9y34




SHOTIBIILL

-safueyp]
S ZELO0MAD 30g asau) Joj uoneayisnl [eawysa) pue ‘sabueyd ayl Buew o) swesjaus e “sabueys dey pasmbas sy Bulinads
{@igeaydde ) SBUN0) JOJESAUSE) AU 0] UnlEIaLNOGD Bpwoid fieys Jojesad) USISSIWSURIY Bl ‘egnpayas uotejuawajdin
[Buson Bush BUBH H3Imol By pue sabueys di) Jewuojsue)) dn-dags Aressacau Buiprefial Jaumg JojJsLag) ay) Yjsw UogE|nsUoD Jally 5| - LO0-HY
ZELO0WLD Beg 159nbau e Bumaoay jo siep)
20 (aiqeaydde g) 0 Ugm saieadp JojeiauaD Jg of (pueq 3oueisio) pHEDCSSE LR Y anjes yabie) e so sfuel e saypa 5| Yoy
[BLON 2oy auoN WNIASIN__ | 3inpayds Jamod anjiesl Jo sanpayas sbesion do@aap of pasn BUIUD 341 apiacJd IBYS JpesRd0 UoISSRUSUBLL 341 | EG| Z B 100-HYA
TELO0MAD 3BT “{pueq|
doL {epgedde g} FDURIAO) PAEDOSSE UB Y anjen ja0ie) e o auB) B SUIR S URIYM) IMPIUDS Janad aameay Jo sbenos sy woly
BN FRuLoN auo WRIo3W SUGNEIASD JOf STUBWaBNDE UONSILNOU AUl L Jojelad 0 JOIBIaUSD 3 apiacd IBYS JolRiad( LOISSRUSURIY 341 | g T4 LO0-HYA
doL ZEL00MAD BB ‘(aBejjon Buspouos pue aotas LS S1 MY 41) apodw |aiued abegos sqeWoInE Ul ANE3LIS au Y Kdwed)|
(apqeandde ph o} JoyRIad JOIRISUSS) SY) Pamp pue sojesad() JOJRISUAT) PIIEIIOSSE S| 0f (PUBY SOUBISO| PEIBI0SSE LB )M anjen
BUDN FRUSON BUON WNIA3W__ [1a6ue) e Jo abues & Jauaia st RIUM) 3inpayas Jamod anoeay Jo abieljon 3yl apinodd j[eys siesRdp UoissUsURLL 3y | ‘1G] Z'B-100-H¥A
TELOOWAD Beg “UoRiansip s jojerad UoISSRUSURS | Bu) |8 Jauucjsue)|
dOL dn-days Jojesausd sy jo apis abejon mo) Jo apis aBegea yBiy 3y Jayps jB (pUBq S0URISID| PITEIIOSSE LI L) SN[2A
[2LoN Ao BUN WIS 1abuey e o abuel 2 Jaype i uosum) sgnpayas Jawed anioeay Jo aBieyoa e dpoads jeys soperad unissausuel | yeg 5 T L D0-EYA
TEL00MSD =28
doL {=qeaydde g} “Jojesadp JO|EIBUES) pHEDOSSE]
[euwon suoN U0 HIMOT 8y Ageu By § ‘euajus vogdwaxa ay) paysies sey sojesaual e jey) sauRLUBlep JojeiadD BaSSILSURIY € | L] TEL00-HYA
SOL ZEL00MAD 298 “suofieagiod pajenesse Aue axew o) Buiney wayy (g 1o "apow jonuao)
(zigeaycde j1) afeyon Ul Bulag wou Jo 2atases Ul (W) Joleinbau aBejjon cneweoine sy Sumey wouj (7 "sinpayos samod snpesy
[euLon N Bush H3IMoT 40 aBeyjon & Bumogay wayj (| saojeiewal jdwaws g j2y) BUSID Byl Aeds ||Bys JojRiadp UoISSILSLES | YieT | T L00-HYA
ZELO0HAD 338
dioL ‘Kiessaoau s8 mog ansaead pue afiean
{ [etalioN sucN HOH uoissnusuen siggnSal of 5a0aMEp o UoNEAdo AWS-ESY B AP Jo S12I3d0 ||BYS JajRIRdD UCISSIWSUELL LIET ‘£ T i00-HYA,
“peo| ajqejlosued Busn
doL ZELOOMAD 89S PUR "BURRIMS S2INOSAU SADERS PUB 3L vosssiwsues "Buinpayas voleieuab anpead ‘o papung jou ing ‘Guspnoul)
SUBALL SNOUEA YEN0UY SSQUIN0Sa AAIRa! TUSININS apiaoad UsD SIMEIRdD USISSIUSUELE “suonipucs Luabuua)
|ewuopy auop N HoIH [pue EuULoU Japun sjans] aBejos apemBal o) SAUN0SAL MDA JUSCINS ANPIARS FRYS JNRId0) UISSIUSURY | YIRT) | TP LO0-EA

sannug pasa)sifiey dOL pue v 10 SpIepuUB)S DHAN 2|qedddy - | ped

spiepue)g pasosddy 9y34




Part 2 — Specific NERC Standards to Which Gridforce will Partner with HMP&L

The following is how Gridforce plans to partner with HMP&L to meet the listed NERC standards.

BAL-005

R7. If HMPL dynamically transfers generation from a Balancing Authority outside of MISO’s BA, using
a pseudo-tie or a dynamic schedule, HMPL must ensure that a common source is used by the affected
entities to provide real-time information that could impact MISO’s Reporting ACE and the agreed-upon
hourly integration (MWh) values.

BAL-006

R3., R4.1.2. LBAs with metered points of interconnection with BAs adjacent to the MISO BA Area are
responsible for ensuring that all of the applicable interconnection points are equipped with common
megawatt-hour meters, with readings provided hourly to the control centers of those BAs adjacent to the
MISO BA Area.

The Gridforce LBA will not be connected to a BA external to the MISO BA and will therefore not have a
Tie Line. The Gridforce LBA will interconnect with BREC and both LBAs will receive the telemetry for
the instantaneous MW, and hourly accumulator MWh values at the LBA tie lines, from a common agreed
upon source, with common time synchronization. Gridforce retains the integration and the MWh
readings in the Gridforce energy accounting system. Gridforce will verify hourly integrations of the
instantaneous MW reading and the MWh value telemetered to the Gridforce Control Center to monitor
the accuracy of metering equipment. Upon identification of a meter error Gridforce will use a meter error
offset until equipment can be repaired. HMPL shall have personnel available to perform required repairs
to meters owned by HMPL upon identification of a meter error. HMPL will provide Gridforce access to
HMPL owned meters or ensure Gridforce has access to meters owned by BREC to obtain these
instantaneous MW and MWH readings.

R4.3. Not Applicable. LBAs with metered points of interconnection with BAs adjacent to the MISO BA
Area will be responsible for this requirement with the respect to Actual Interchange. The MISO BA will
be responsible for this requirement with respect to Scheduled Interchange.

The Gridforce LBA will not be connected to a BA external to the MISO BA and will therefore not have a
Tie Line.

CIP-002 to CIP-011
MISO BA is individually responsible for all requirements per the CFR-0001

Gridforce will have individual responsibility for having and maintaining its CIP Programs as applicable to
the Gridforce Control Centers (and associated data centers) and the field devices installed at HMPL to
interface with the systems and applications used by Gridforce System Operators.

HMPL will have individual responsibility for having and maintaining its CIP Programs as applicable to
the HMPL facility.



CIP-014

HMPL is responsible as the TO for performing risk assessments of its substations. HMPL prior to
finalizing an assessment identifying Gridforce’s control center as having primary control of a substations
that if rendered inoperable or damaged could result in instability, uncontrolled separation or Cascading
within an Interconnection will coordinate with Gridforce to coordinate on updates to the responsibilities
matrix for CIP-014.

COM-001
Gridforce will maintain IC and AIC with BREC, MISO and HMPL.

HMPL shall provide Gridforce with the contact information required for emergency and normal
communications and participate in testing initiated by Gridforce.

COM-002

Gridforce’s communication protocols will be shared with HMPL personnel, who will undergo training
periodically on three-part communications specifically as potential recipients of Operating Instructions
from Gridforce.

EOP-004

HMPL will provide information to Gridforce relating to damage, destructions, sabotage, local control
room evacuation or loss of communications / control.

Gridforce will communicate with MISO upon the occurrence of an event reporting condition to ensure
MISO can submit required reports. Gridforce will also provide information requested by MISO to assist
with their reporting obligations.

EOP-005-3

HMPL will provide appropriate contacts that will coordinate with Gridforce on developing and periodic
review of the restoration plans for HMPL facilities. HMPL designated contacts will be responsible for
distributing the approved restoration plan to appropriate personnel and ensuring they are trained
periodically on their roles and responsibilities. At minimum, HMPL field personnel will undergo training
periodically, every 2 years if there are unique tasks, on the restoration plan

HMPL will provide information about how field personnel are qualified and maintain records of qualified
switchman and any training.

HMPL will keep Gridforce informed of any physical changes at the facilities that need to be addressed in
the restoration plan.

During a restoration condition HMPL will implement the restoration plan activities and implemented
Operating Instructions provided by Gridforce, who is coordinating directly with the MISO RC.

HMPL shall be responsible for communicating information to Gridforce about and Blackstart Resources
that will be used in a system restoration event and scheduling appropriate testing of those resources to
validate performance during restoration if applicable.

HMPL is responsible for establishing any required agreements with a Blackstart Resources, if applicable.



EOP-010

HMPL will communicate regularly about system conditions upon receipt from Gridforce of GMD
conditions warranting close communication and coordination.

Gridforce and HMPL will coordinate on development of GMD Operating Procedures and completion of
the MISO GMD checklist to mitigate the effects of a GMD event on the reliable operation of the HMPL
facilities, if applicable. Currently Transmission Operators with a transformer 200 kV or higher are
responsible for developing and maintaining and implementing a procedure.

EOP-011

Gridforce and HMPL will define roles and responsibilities for activating emergency plans, including
communications about current and projected conditions, outages, system reconfiguration, behind the
meter generation, load shedding, extreme weather response, and coordination with BREC and MISO.

During a restoration condition HMPL will implement the emergency plan activities and implemented
Operating Instructions provided by Gridforce, who is coordinating directly with the MISO RC.

FAC-014

HMPL shall establish the system operating limits for the HMPL facilities that will be used by Gridforce
and providing the information to Gridforce.

HMPL will coordinate with Gridforce on the distribution of the limits to appropriate entities.
INT-009-2.1

LBAs with Pseudo-Ties with external BAs shall be responsible for using dynamic values emanating from
an agreed upon common source. The MISO BA (MBA) shall use the dynamic values for use in the
Actual Net Interchange (NIA) term in their control ACE (or alternate control process).

HMPL shall be responsible for ensuring proper coordination with Gridforce for implementation of
dynamic transfers if applicable.

IRO-001

Gridforce will be the primary contact for MISO and BREC. Upon receipt of an Operating Instruction that
requires action by HMPL, Gridforce will communicate the Operating Instruction to HMPL personnel who
will implement the Operating Instruction, unless a permitted exception applies.

HMPL will notify Gridforce as soon as possible when an Operating Instruction cannot be implemented
and the basis, so MISO and / or BREC can be notified.

IR0O-010 and TOP-003

HMPL will work with Gridforce to obtain data that must be submitted to MISO and / or BREC.
IRO-017

HMPL will provide outage information to Gridforce in accordance with MISOs outage coordination
procedure.



PER-005

Gridforce has responsibility for the PER-005 requirements as applicable to the Transmission Operator
function. HMPL has responsibility for the PER-005 requirements as applicable to the Transmission
Owner function.

PRC-001

HMPL will provide Gridforce information about protection systems on the HMPL facilities and ensure
HMPL personnel are trained and familiar with purpose and limitations of the protection systems.

HMPL shall notify Gridforce upon identification of a protective relay or equipment failure that reduces
system reliability on HMPL facilities.

HMPL shall be responsible for coordination of any modification, changes or updates to protection
systems.

HMPL shall notify Gridforce of any special protection systems (SPS) that affect the HMPL facilities and
ensure status information is provided.

TOP-001

HMPL grants and recognizes Gridforce’s authority to act to maintain the reliability of the HMPL facilities
via its own actions or by issuing Operating Instructions that must be implemented by HMPL.

HMPL shall notify Gridforce as soon as possible if HMPL is unable to implement an Operating
Instruction with the reason for not being able to implement the Operating Instruction.

HMPL shall notify Gridforce of actual or expected operations that could result in an emergency on HMPL
facilities.

HMPL shall notify Gridforce of any planned or unplanned communication outages that could impact
Gridforce ability to monitor the HMPL facilities. Gridforce has authority to approve or deny a planned
communication outage that could impact Gridforce’s ability to monitor HMPL facilities.

HMPL shall work with Gridforce to restore communications to support Gridforce monitoring the HMPL
facilities.

During loss of communications HMPL will provide status information to Gridforce to support monitoring
the HMPL facilities until communications are restored.

TOP-002

HMPL shall ensure Gridforce received the following information to support performance of an
Operational Planning Analysis in accordance with established planning procedures, such as outages, load
forecasts, protection system status changes, operating limit changes, voltage control equipment status
changes.

HMPL will implement Operating Instructions issued by Gridforce based on planning assessments or real-
time assessments.

HMPL will notify Gridforce as soon as possible of the inability to implement an Operating Instruction.















2. Annual Facility

3.

Maintenance

Charges.

Monthly Services Fee,

Customer shall pay Gridforce an Annual Facility
Maintenance Charge of ten thousand ($10,000) dollars for
maintenance of communications equipment and software
owned or controlled by Gridforce to provide Services
under this Agreement. Such payments shall be made at the
beginning of the month in which the Contract Term begins
and annually thereafter in January.

Customer shall pay Gridforce a Monthly Services fee (the
“Monthly Services Fee”) in the amount of fifty thousand
($50,000) dollars per month for each month. In addition,
Customer shall pay Facility communication circuit costs
each month. Monthly Service Fees shall commence at the
beginning of the month in which the Services Term begins
and each month thereafter during which Gridforce
provides Services to Customer. The Monthly Services Fee
and any Optional Services Fee(s) shall be adjusted
annually according to the CPI Index as published by the
Bureau of Labor Statistics.

The Monthly Services Fee shall be prorated for any partial
month on the basis of the actual number of days in such
month, and, as necessary, in accordance with Section 12.4
of this Agreement.

The Monthly Services Fee shall be adjusted for any period
in which Gridforce is providing Continuation Assistance

after a Customer Event of Default or a Section 2.5(¢)
Termination notice by Gridforce as follows:

(i)  For the month beginning with the date which is 1
month after a Customer Event of Default or a Section
2.5(g) Termination notice by Gridforce, the Monthly Fee
will be increased by 100% of the monthly services fee.

(ii) For the month beginning with the date which is 2
months after a Customer Event of Default or a Section
2.5(g) Termination notice by Gridforce, the Monthly Fee
will be increased by 150% of the monthly services fee.

(iii) For each month beginning with the date which is 3
months after a Customer Event of Default or a Section
2.5(g) Termination notice by Gridforce, the Monthly Fee
will be increased by 200% of the monthly services fee.

C2



4, Termination Fee

The Monthly Services Fee shall be adjusted for any period
in which Gridforce is providing Continuation Assistance
as set forth in Section 2.6

In accordance with the Agreement, Customer shall pay
Gridforce an “Implementation Term Termination Fee”
equal to one hundred and twenty thousand ($120,000)
dollars

In accordance with the Agreement, Customer shall pay
GEM a “Services Term Termination Fee” equal to the
lesser of (i) the Monthly Fee times twelve (12); and (ii) the
Monthly Fee times the number of months remaining in the
Contract Term from the effective date of such termination.

(b) Additional Amounts Payable by Customer Under Agreement. The amounts payable
by Customer and Gridforce under Exhibit C, Section (a) above are in addition and not in lieu of any other

amounts payable by Customer and Gridforce under any other provisions of this Agreement.

(1)

(i)

Customer shall also be responsible for any costs of an extraordinary nature
not contemplated as of the signing of this Agreement which have been
mutually agreed to and are required for the performance of the Services,
including but not limited to, any costs associated with membership dues,
cyber security, Regional Entity and NERC unplanned compliance
enforcement activities for the Facility (which costs may include but not be
limited to gathering documents and operations protocols, responding to
Regional Entity questionnaires, preparing for demonstrations of
equipment operation and Emergency procedures, and obtaining historical
data and electronic tags) or fees or annual payments assessed by a third

party.

Customer shall also pay Gridforce an hourly rate of $200 per hour for the
following services:

(A) Development of procedure or programs that are not covered under
this Agreement

(B) Other activities mutually agreed upon by the Parties
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Section 6.0: Attachment 1 - Bid Clarification and/or Exceptions Form

Gridforce has included Attachment 1 on the following page.
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Attachment 1 — Bid Clarification and/or Exceptions Form

BID CLARIFICATIONS AND/OR EXCEPTIONS
UB #18-11-14
Bidder offers the following clarifications and/or exceptions taken to any requirement or provision
of this Invitation to Bid and any proposed modifications or replacement language for each
clarification or exception. (If none, so state.)

None.

Gridforce does not have any clarifications or exceptions other than HMP&L's desire to have the project
start date for services on February 1, 2019. Gridforce has provided a schedule within the proposal and
will use its best efforts to meet the schedule.

Bidder understands that unless itemized above, no other clarifications or exceptions to this
Invitation to Bid are taken by this Bidder.

Gridforce Energy Management, LLC

Bidder

Signature of Executing Party
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@ GR ’DF OR CE Proposal for the City of Henderson, Kentucky, Utility Commission (dba HMPE&L)

UB #18-11-14 LBA and TOP Services RFP

Section 7.0: Attachment 2 — Reciprocal Preference Form

Gridforce has included Attachment 2 on the following pages.

NAES Corporation, the parent company of Gridforce, has provided operations and maintenance services
in Kentucky for the following electrical generation facilities:

Plant Location Mw Number of Service Dates
Employees

Riverside Generating Plant | Catlettsburg, KY 888 8 12/1/2009 — 12/31/2017

Bluegrass Generation Plant | LaGrange, KY 531 5 11/1/2009 - 3/31/2016

During the period of the above service dates, NAES has filed Kentucky corporate income taxes, made
unemployment insurance payments to Kentucky, and maintained a Kentucky workers’ compensation
policy. NAES will file 2018 income taxes with the State of Kentucky.

NAES currently maintains a business license in Kentucky, organization number: 0589760 (foreign
corporation in good standing).

Confidential & Proprietary 100
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Attachment 2 — Reciprocal Preference Form
Bid #: 18-11-14

RECIPROCAL PREFERENCE: (Effective February 4,2011

In accordance with Kentucky Revised Statutes (KRS) 45A.490 to 45A.494, prior to a contract being awarded to a bidder on a public
agency contract, a resident bidder of the Commonwealth of Kentucky shall be given a preference over a nonresident bidder
registered in any state that gives or requires a preference over bidders from the other state. The preference shall be equal to the
preference given or required by the state of the nonresident bidder.

Any individual, partnership, association, corporation, or other business entity claiming resident bidder status shall submit along with
its bid response a notarized affidavit (form attached) that affirms that it meets the criteria to be considered a resident bidder as set
forth in KRS 45A.494(2). A nonresident bidder shall submit to HMPL, along with its bid response, a copy of its Certificate of
Authority to transact business in the Commonwealth of Kentucky as filed with the Kentucky, Secretary of State. The location of the
principal office identified therein shall be deemed the state of residency for that bidder. If the bidder is not required by law to
obtain said Certificate, the state of residency for that bidder shall be deemed to be that which is identified in its mailing address as
provided in its bid.

Bidders must select and check one option below and return this document with bid.

l:l This company is a resident bidder of the Commonwealth of Kentucky or this company is a
nonresident bidder meeting the following requirements:

1. Is authorized to transact business in the Commonwealth; and
2. Has for one year prior to and through the date of advertisement
a. Filed Kentucky corporate income taxes; and

b. Made payments to the Kentucky unemployment insurance fund established
in KRS 341.49; and

¢. Maintained a Kentucky workers' compensation policy in effect.

The Required Affidavit for Bidders, Offerors and Contractors Claiming Resident
Bidder Status form attached must be completed and returned with bid.

This company is not a resident bidder nor does it meet the requirements as listed in
Items 1 and 2 above for nonresident bidders claiming resident status in the Commonwealth.

What is your state of residency? Texas

Does your state grant "Contract Bid Preference? (circle one) / Yes

What is the Preference Percentage for your state? %

Gridforce Energy Management, LLC Al BV

Company Signature
11/29/2018 Alan Bull

Date Printed Name
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Bid #: 18-11-14

REQUIRED AFFIDAVIT FOR BIDDERS, OFFERORS AND CONTRACTORS
CLAIMING RESIDENT BIDDER STATUS

FOR BIDS AND CONTRACTS IN GENERAL:

The bidder or offeror hereby swears and affirms under penalty of perjury that, in accordance with KRS 45A.494(2),
the entity bidding is an individual, partnership, association, corporation, or other business entity that, on the date the
contract is first advertised or announced as available for bidding;

1. Is authorized to transact business in the Commonwealth; and

2. Has for one year prior to and through the date of advertisement
a. Filed Kentucky corporate income taxes; and
b. Made payments to the Kentucky unemployment insurance fund established in KRS 341.49; and
c. Maintained a Kentucky workers’ compensation policy in effect.

Henderson Municipal Power & Light reserves the right to request documentation supporting a bidder’s claim of
Resident Bidder Status. Failure to provide such documentation upon request may result in disqualification of the bidder
or contract termination.

Signature Printed Name

Title Date

Company Name

Address

Subscribed and sworn to before me by:

(Affiant) (Title)

of this day of , 20
(Company Name)

My commission expires:

Notary Public

[seal of notary]

15



@ GR ’DF OR CE Proposal for the City of Henderson, Kentucky, Utility Commission (dba HMP&L)

UB #18-11-14 LBA and TOP Services RFP

Section 8.0: Attachment 6 — Non-Disclosure Agreement

Gridforce has included Attachment 6 on the following page.
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Henderson Municipal Power & Light

Attachment 6 — Nondisclosure Agreement

CONFIDENTIAL INFORMATION NON-DISCLOSURE AGREEMENT

This NON-DISCLOSURE AGREEMENT is made by the undersigned (“Vendor”) and Henderson
Municipal Power & Light (“HMP&L”), with its primary address located at 100 5" street,
Henderson, Kentucky 42420.

The Vendor has requested that HMP&L disclose to the Vendor certain information, all or a portion
of which may be classified by HMP&L as Bulk Electric System Cyber System Information (BCSI);
and

The North American Electric Reliability Corporation Critical Infrastructure Protection Standards
(NERC CIP), has defined BCSI as “information about the BES Cyber System that could be used to
gain unauthorized access or pose a security threat to the BES Cyber System. BES Cyber System
Information does not include individual pieces of information that by themselves do not pose a
threat or could not be used to allow unauthorized access to BES Cyber Systems:” and,

The Vendor is working on /ausmission Operator (1OP) and Local Balaneing Awthorine (131
Services requiring access to certain information classified as BCSI.

For purposes of this Agreement, “BCSI” shall mean: (i) all information designated as such by
HMP&L, whether furnished before or after the date hereof, whether oral, written or
recorded/electronic, and regardless of the manner in which it is furnished; and (ii) all reports,
summaries, compilations, analyses, notes or other information which contain such information.
Written information containing BCSI furnished by HMP&L shall be considered classified
information and labeled “Confidential BCSI”.

Information labeled “Confidential BCSI” shall be kept in a secure place. The Vendor shall
exercise reasonable care to maintain the confidentiality and secrecy of the classified information,
and shall not divulge classified information to any third party without the prior written consent of
HMP&L. The Vendor shall use all classified information disclosed by HMP&L only for the
referenced work above,

AGREED (Vendor): &z Bl




@ GR 'DF OR CE Proposal for the City of Henderson, Kentucky, Utility Commission (dba HMP&L)

UB #18-11-14 LBA and TOP Services RFP

Section 9.0: Attachment 7 — Operating Protocols

Gridforce has included Attachment 7 - Operating Protocols between MISO Reliability Coordinator and the
Transmission Operators on the following pages.
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Background
The revised IRO and TOP standards effective 4-1-17 require the conducting of Operational Planning Analysis
and Real time Assessment by both the Transmission Operator (TOP) and Reliability Coordinator (RC). In
addition, these new standards require the TOP and RC to develop Operating Plans to prevent and mitigate
System Operating Limit (SOL) Exceedances and Interconnection Reliability Operating Limit (IRQI.)
Exceedances, and required the RC Operating Plan to be coordinated with the TOP.

NERC Standard revisions to TOP-001 that became effective 7-1-18 requires including the impact of internal and
external system’s non-BES Facility overload and/or potential tripping influence on BES facility SOL exceedances
and RC determination of [ROL’s (IRO-002) as determined necessary by the entities.

MISO developed a white paper on the process for determining non-BES Facilities necessary to monitor for the
determination of SOL and TROL exceedances on the BES.

MISO, as the RC, BA and Market Operator have the tools for determining SOL Exceedances including the
impact of non-BES Facilities and have the means to direct and coordinate with a TOP or to take/coordinate

corrective actions to mitigate such exceedances.

These Operating Protocols allow the TOP to utilize the MISO tools, processes and authority to identify and
mitigate SOL Exceedances and are consistent with the contractual obligations MISO has under Module F of
the Tariff. The TOP may continue to use their own tools and processes in coordination with the MISO RC.

MISO is required by the [SO Agreement (Transmission Owner Agreement) and Module F of the MISO
tariff to provide reliability coordination service to the TOP and to support their NERC compliance
obligations.

Note: In regard to the ISO Agreement (Transmission Owner Agreement) and Module F of the MISO
tariff,
* [SO Agreement (Transmission Owner Agreement) existed before NERC compliance to provide
reliability coordination services and market services to its members.
¢ Module F of the MISO tariff was created after NERC compliance to provide 7 members in the
western portion of the MISO footprint that did not want market services with only with reliability
coordination services.
* So, Module F provides an accurate description of the reliability coordination services that MISO
should provide all of its members under the ISO Agreement (Transmission Owner Agreement).

Module F

MISO Tariff — Preamble: The Transmission Provider provides reliability coordination services for the
Balancing Authorities and Transmission Operators that are Transmission Owners in accordance with the 1SO
Agreement, the Balancing Authority Agreement and other applicable tariffs. Pursuant to this Part ] of Module
F, the Transmission Provider shall provide comparable Reliability Coordination Service to entities that are
not Transmission Owners on the terms and conditions set forth,

Some of the comparable services are

Section 72.3.2
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° Provide on-line network modeling using state estimation and real-time contingency analysis inthe
operating time frame;

° Provide operations engineering services, such as analyses of the Combined Reliability Systems’
adequacy and security for day-ahead operations, conducting voltage collapse studies when
requested, and support for Operating Guides as needed;

Section 72.3.6

¢ Monitor the Reliability Coordination Customer’s compliance requirements with applicable NERC
and Regional Entity standards and support such compliance with data as required.

o For the purposes of mitigating an IROL or SOL violation so as to return the Combined Reliability
Systems to a reliable state, the Transmission Provider shall have authority to direct the Reliability
Coordination Customer to Redispatch generating facilities interconnected to the Combined
Reliability Systems to the same extent that the Reliability Coordination Customer is entitled to
redispatch such facilities under its transmission tariff and other applicableagreements;

Section 72.12
e To ensure that the Transmission Provider has the ability to direct the actions described in Section

72.10 of this Tariff, the Reliability Coordination Customer and the Transmission Provider will
develop detailed Operating Guides for all existing known Flowgates and any future identified
Flowgates that specify the division of reliability-related functions and the procedures for
coordinating these functions.

ISO Agreement (Transmission Owner Agreement) and Module F

MISO and TOPs are in agreement that Module F and Transmission Owners Agreement are the agreements
requiring the service to be performed and these Operating Protocols are documentation to describe how
these services are applied to comply with several IRO and TOP standards that relate to managing SOL

Exceedances and IROL Exceedances.

MISO and TOPs will annually review the Operating Protocols and anytime the SOL Exceedance
definition is changed. The review will take into account workload impacts, efficiency, and
effectiveness of the Operating Protocols.

MISO Rating Utilization in the RC processes

Note: This section will be removed once confirmed to be included in other MISO documents.

MISO utilizes 3 different sets of ratings in the Reliability Coordination processes in conjunction with the
operation of the MISO market.

For reliability reasons it is important to have consistent timeframes for the utilization of these ratings.
Difference in timeframes may cause delays in activation in congestion management and Operating Plans to
prevent or mitigate SOL Exceedances.

MISO’s utilization of these ratings is not intended to circumvent the Transmission Owner’s authority to

develop normal and emergency ratings under the FAC-008 standard. MISO defined utilization is meant to

provide guidance to the Transmission Owner and its applicable Transmission Operators in their submission
4
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of the normal and emergency rating data based on how MISO will treat the ratings in their operation.

Normal rating (Rate A) - MISO will treat this Facility Rating as a continuous rating. When exceeded in
real-time. MISO will initiate congestion management and its coordinated Operating Plan to reduce the real-
time flow to less than the normal rating.

Long term emergency rating (Rate B) — MISO will treat this Facility Rating based on the time frame defined
by TO. The rating is generally at least a one hour rating. When the Real-time Assessment shows the projected
post-contingent flow exceeding Rate B, MISO will initiate congestion management prior to the contingency
to reduce the predicted post-contingent flow to less than Rate B. MISO will develop an agreed-to post
contingent action plan with the TOP that will mitigate the overload with the timeframe of Rate C, if the
contingency were to occur prior to reducing the flow below Rate B. In general, MISO initiates its congestion
management process, as outlined in its Congestion Management Procedure, prior to a Real-time Assessment
predicting post-contingent flow above Rate B. Rate B ratings are utilized for market binding for predicted
post-contingent flow.

Note: Transmission Owner may submit a Rate B rating that can be utilized longer than one hour, but
should consider not submitting a Rate B rating less than thirty minutes.

Short term emergency rating (Rate C) — MISO will treat this Facility Rating as a 30 minute rating or the
timeframe specified by TO. When the Real-time Assessment shows the projected post-contingent flow
exceeding Rate C, MISO will initiate congestion management prior to the contingency to reduce the
predicted post-contingent flow to less than Rate B. MISO will develop an agreed-to post contingent action
plan with the TOP that will mitigate the overload as soon as possible, if the contingency were to occur prior
to reducing the flow below Rate C.

Note: Transmission Owner may submit a Rate C rating that can be utilized longer than 30 minutes, but
should consider not submitting a rating less than 30 minutes. TOPs must notify MISO of any Rate C
less than 30 minutes.

Recommendation: The Transmission Owners are recommended to consider a separation between Rate
A, Rate B and Rate C. A separation will allow actions by MISO congestion management and other
control actions to reduce the projected post-contingent flow before reaching a level requiring an SOL

Exceedance declaration.
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1. Operating Planning Analysis
RC obligation:

e Perform an Operational Planning Analysis' that will allow it to assess whether the planned
operations for the next-day will exceed SOLs and IROLs.?

e Have a coordinated Operating Plan(s) * for next-day operations to address potential SOL [ROL
exceedances identified as a result of its Operational Planning while considering the Operating Plans
for the next-day provided by its TOPs and BAs."

e Notify impacted entities identified in its Operating Plan(s) cited as to their role in such plan(s).’

e Validate all TOPs have access the Extranet, since Extranet is their primary communication means.

TOP obligation
e Have an Operational Planning Analysis that will allow it to assess whether its planned operations for
the next day within its TOP Area will exceed any of its SOLs.®
o Have an Operating Plan(s) for next-day operations to address potential SOL exceedances identified as
a result of its Operational Planning Analysis.”
e Notify impacted entities identified in the Operating Plan(s).}
e Provide Operating Plan to the RC as to their role in such plan(s ).’

RC Acti
MISO performs and posts to the Extranet an Operational Planning Analysis that identifies:
e Base-flows above normal rating (Rate A)
e Post-contingent flows above the long term emergency rating (Rate B) rating
e Voltages exceeding then emergency voltage limits for base case
e Voltages less than the emergency low limits for post contingent voltages
Flows greater than or equal established Stability Limit (IROL and non-IROL)

MISO annotates Operational Planning Analysis with mitigating actions to address potential SOL Exceedances
and IROL Exceedances. Mitigating actions include references to standing procedures and operating guides.
The standing procedures and operating guides collectively form MISO’s Operating Plan for operations and is
coordinated in advance with impacted TOPs.

MISO will directly notify TOPs with any potential SOL Exceedances that cannot be alleviate with mitigation
actions. All other TOPs are notified via Extranet posting.

MISO performs and posts to the Extranet an Operational Planning Analysis that identifies and post results to
Extranet

tion
! Module F
2 [RO-008-2 R1 (RC perform QOperational Planning Analysis ...)
I Module F

4 IRO-008-2 R2 (RC shall have coordinated Operating Plans ...)

3 [RO-008-2 R3 (RC shall notify impacted entities identified in the Operating Plans ...)
5 TOP-002-4 R1 (TOP shall have an Operational Planning Analysis ...)

7TOP-002-4 R2 (TOP shall have an Operating Plans .,.)

8 TOP-002-4 R3 (TOP shall notify entities identified in the Operating Plans ...)

? TOP-002-4 R6 (TOP shall provide its Operating Plans ... to its RC)

6



TOPs may either conduct their own Operational Planning Analysis or utilize the MISO Next Day Security
Assessment as their Operational Planning Analysis.

TOPs utilizing the MISO Next Day Security Assessment should
o Download the assessment and validate study inputs and outputs are reflective of their system.
e Confirm to MISO if the results are not reflective of their operation. The review should include
validation of'’:
Load forecasts
Generation output levels
Interchange
Known Protection Systems and Special Protection Systemn status or degradation
Transmission outages
Generator outages
Facility ratings
Identified phase angle and equipment limitations Outages
Noted flow patterns or predict flows on defined interfaces
Validate any mitigating actions
Past experience
¢ Assist MISO as requested to communicate roles to impacted entities within their operating area.

NESNAANSNEARNSN N

TOPs utilizing the MISO Next Day Security Assessment should concur with MISO’s Next Day Security
Assessment, or propose changes necessary for concurrence.

TOP utilizing their own next day assessment should review and coordinate results with MISO for any
differences.

Evidence:
MISO will:

o DPost their Next Day Security assessments as their Operational Planning Analysis on the Extranet.
e Provide attestation of their Coordinated Operating Plan upon request

TOP should:
e Either capture the MISO Next Day Security assessments or use their own as the Operational
Planning Analysis results.
e Document their analysis of the MISO Next Day Security assessments
¢ Document the MISO Coordinated Operating Plan if there are identified SOL exceedances

10 Elements of the Operational Planning Analysis Definition
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2. Real-time Analysis

RC obligation:
o Determine non-BES Facilities to be monitored'' in the RTCA process.
e Utilize the RTCA’s RAS function to model the identified non-BES Facilities in order to determine
any potential SOL Exceedances from non-BES contingency. The identification may result from
MISO’s Low Voltage study (annual or bi-annual), OPA studies by the RC or TOP, or technically

sound analysis.
e Monitor Facilities, the status of Remedial Actian Schemes, and non-BES Facilities identified as necessary

by the Reliability Coordinator, within its RC Area and neighboring RC Areas to identify any SOL
exceedances and to determine any IROL exceedances within its RC Area
12

e Ensure that a Real-Time Assessment is performed at least once every 30 minutes. '

e Notify impacted TOPs and BAs within its RC Area, and other impacted RCs as indicated in its
Operating Plan, when the results of a Real-time Assessment indicate an actual or expected condition
that results in, or could result in, a SOL or IROL exceedance within its Wide Area.'*

¢ Notify impacted TOPs and BAs within its RC Area, and other impacted RCs as indicated in its
Operating Plan, when the SOL or IROL) exceedance has been prevented or mitigated.

e Ensure read-only version Citrix available to the TOPs for communication of SOL Exceedance
mitigation. '

TOP obligation:

e Review the non-BES Facilities identified by MISO to be monitored and provide feedback.

e Monitor Facilities, the status of Remedial Action Schemes, and non-BES Facilities within TOP Area
and outside area determined as necessary by the TOP.!7
Ensure that a Real-time Assessment is performed at least once every 30 minutes. '®

e Initiate its Operating Plan to mitigate a SOL Exceedance identified as part of its Real-time
monitoring or Real-time Assessment.'’

e Inform its RC of actions taken to return the System to within limits when a SOL has been

exceeded,?

RC Actions
MISOQ utilizes their State Estimator (SE) and Real-Time contingency analysis (RTCA) to perform a Real-
time Assessment. Contingency Analysis’ is ran periodically, but at least once every 30 minutes®. RTCA is

"' MRO clarification the term “monitar” is not a NERC defined term, the Commission was clear in its intent of
“monitoring” in FERC Order No. 817, paragraph 35, “...to ensure that all facilities that can adversely impact BPS reliability
are either designated as part of the BES or otherwise incorporated into planning and operations studies and actively
monitored and alarmed in [real-time contingency analysis] systems.””

12 [RO-002-5 R5 (RC shall monitor ...)
13 JRO-008-2 R4 (Perform Real-time Assessments every 30 minutes ...) and Module F
" IRO-008-2 R5 (RC shall notify impacted TOPs and BAs ... SOL or IROL exceedance)
' [RO-008-2 R6 (RC shall notify impacted TOPs and BAs ... SOL or [ROL exceedance has been prevented)
'6 JRO-008-2 R6 (RC shall notify impacted TOPs and BAs ... SOL or IROL exceedance has been prevented)
'7 TOP-001-4 R10 (TOP shall preform the following for determining ...)
18 TOP-001-4 R13 (TOP shall ensure Real-time Assessment is performed at least every 30 minutes )
19 TOP-001-4 R14 (TOP shall initiate its Operating Plan to mitigate a SOL exceedance ...)
0 TOP-001-4 R15 (TOP shall inform its RC of actions taken ...)
8
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designed to run approximately once every two minutes. MISO will communicate to the TOP when RTCA
has failed to provide a valid solution for at least 20 minutes.

Note: MISO’s communication under IRO-008 standard may satisfy the TOP requirement under
TOP- 001-4 R14 to initiate their Operating Plan to mitigate SOL Exceedances.

MISO will perform the following steps based on pre and post contingent conditions. Along with this
notification MISQ notifies all potentially impacted TOPs by providing the MISO SE and RTCA results for
the TOPs system via a read only version of our EMS that accessible via Citrix.

Non-BES overloads that do not create post-contingency BES SOL Exceedances will be the sole
responsibility of the TOP, unless functional control of the non-BES Facility has been transferred to MISO.

For non-BES pre or post-contingent overloads that impact the BES; MISO will - mitigate the impact on
the BES by the most effective means. Any residual overload of the non-BES will be the responsibility of
the TOP, unless functional control of the non-BES Facility has been transferred to MISO.

Pre-contingent conditions

When MISO identifies actual steady state flow on a BES Facility is greater than the Facility’s normal rating
(Rate A), the steady state voltage on a BES Facility is outside of the normal voltage range or actual flow
exceeding established Stability Limit (IROL and non-IROL); MISO will contact the TOP to:

a. Confirm the operating conditions and ratings (both in magnitude and length of time to beapplied)
with the TOP.

b. Communicate any Congestion Management or operating steps being performed.

c. Develop a coordinated action plan when needed. If the BES SOL/IROL exceedance is the result of a
non-BES overload, the action plan will mitigate the BES SOL/IROL exceedance by the most effective
means.

When MISO determines actual steady state flow on a BES Facility has been reduced to less than the

Facility’s normal rating (Rate A), the steady state voltage on a BES Facility is within the normal voltage

range or actual flow less than or equal established Stability Limit (IROL and non-IROL), MISO will

notify the TOP.

Post-contingent conditions

When MISO identifies projected post contingent flow on a BES Facility greater than the short term
emergency rating (Rate C) or projected post contingent voltage on a BES Facility less than emergency low
voltage limit, MISO will contact the TOP to:

a. Confirm the operating conditions and ratings (both in magnitude and length of time to beapplied)
with the TOP.

b. Communicate any Congestion Management or operating steps being performed.

c. If the projected post contingent flow is above the short term emergency rating (Rate C) or the post
contingent voltage is below emergency voltage range, MISO and T'OP must develop an agreed-to
post contingency action plan within 30 minutes. The plan should be implementable in 30 minutes if
the contingency occurs. If the BES SOL exceedance is the result of a non-BES overload, the action
plan will mitigate the BES SOL exceedance by the most effective means.

For TOPs that have implemented defined actions in the agreed-to post contingent action plan, MISO will
directly notify those TOPs when MISO declares the SOL Exceedance prevented and/or mitigated. For
other TOPs with no post contingent actions, MISO will notify by providing MISO SE and RTCA results
via a read only version of our EMS that is accessible to them via Citrix.

9



When MISO determines projected post contingent flow on a BES Facility is reduced to within the long
term emergency rating (Rate B) or projected post contingent voltage on a BES Facility is within
emergency low voltage limit, MISO will notify the TOP,

TOPs may utilize their SCADA systcm and may usc their own RTCA or MISO’s RTCA for Real-time
Assessment.  [f the TOP is relying on MISO to fulfill Real-time Assessment requirements, the TOP
should have a process to conduct Real-time Assessment of their system when notified by the RC of the
RTCA failure, which can include utilizing their own RTCA if they have one or running offline studies as
needed when the system changes.

TOPs that use their RTCA should establish a process when their RTCA fails to be performed in 30
minutes. TOP may utilize MISO Real-time Assessment as a backup in the event TOP losses capability
to perform Real-time Assessment.

When TOP identifies or MISO communicates the actual steady state flow on a BES Facility is greater
than the Facility’s normal rating (Rate A), the steady state voltage on a BES Facility is outside of the
normal voltage range or actual flow exceeding established Stability Limit (IROL and non-IROL). TOP to
take following actions:
a. Confirm the operating conditions and ratings (both in magnitude and length of time to beapplied)
with MISO.
b. Develop and implement a coordinated action plan with MISO to mitigate the condition.
¢. For non-BES Facilities that impact BES Facilities; retain responsibility for any remaining non-BES
Facility overload after the implementation of the action plan to mitigate the BES Facility SOL/IROL
exceedance.

When TOP determines or MISO notifies the actual steady state flow on a BES Facility is less than or
equal to the Facility’s normal rating (Rate A), the steady state voltage on a BES Facility is within the
normal voltage range or actual flow is less than or equal to established Stability Limit (IROL and non-
IROL). TOP will confirm the operating conditions.

Post-contingent conditions

When TOP determines or MISO communicates the projected post contingent flow on a BES Facility is
reduced to within the long term emergency rating (Rate B) or projected post contingent voltage on a BES
Facility is within the emergency low voltage limit, TOP to take following actions:
a. Confirm ratings (both in magnitude and length of time to be applied) with MISO.
b. Validate MISO results with any available RTCA results of their own, operating guides or
operating studies as available or past experience.
c. Review and determine agreement with MISO’s post contingency action plan or alternative stepsor
reason why agreement cannot be reached.
d. Implement any agreed to pre-contingent action(s) deemed necessary.
When TOP determines or MISO notifies the projected post contingent flow on a BES Facility is reduced
to within the long term emergency rating (Rate B) or projected post contingent voltage on a BES Facility
within the emergency low voltage limit, TOP will confirm the operating conditions.

Note: MISO may notify the TOP if the projected post contingent flow is above the long term emergency
rating (Rate B) to confirm the ratings and operating conditions before initiating congestion management

10
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and other control actions. This communication is not required by this standard but is a business practice
outlined in MISO Congestion Management procedure. In addition, MISO and the TOP may develop a
post contingency action plan if the contingency occurs before the normal congestion management
processes is able to return the post contingent flow below the long term emergency rating (Rate B).

RC ctions

Post event, MISO and the TOP should discuss whether the event met any of the SOL Exceedance criteria
set forth in MISO’s SOL/IROL Methodology and if so then declare the event a SOL Exceedance.
a. Actual flow is above short term emergency rating (Rate C)
b. Actual flow is above long term emergency rating (Rate B) and not reduced to below Rate A within the
time frame associated with Rate C.
¢. Actual flow is above normal rating (Rate A) and not reduced to the normal rating within the time
frame associated with Rate B.
d. Actual voltage was below Emergency Voltage limit.
e. Actual flow on a stability limit (non-IROL) is not reduced to within the limit in 30 minutes or time
frame established by an Operating Plan.
f. Projected post contingent flow was greater than short term emergency rating (Rate C) longer than 30
minutes without an agreed-to post contingency action plan.
g. Projected post contingent voltage was less than emergency low voltage limit longer than 30
minutes without an agreed-to post contingency action plan.

MISO and the TOP to jointly develop an SOL Exceedance report.

Evidence:
MISO will:
e Maintain computer logs showing the timing of the RTCA solution, per the NERC Regional
Guidance for 30 minute assessment evidence and provide to TOP upon request.
¢ Maintain computer alarm logs showing the actual condition exceeding the limits.
e Maintain computer reports showing the RTCA results exceeding the limits.
e Document the post contingency action plans
e Document Mitigation of the SOL Exceedance, including starting conditions, mitigation actions
and end time.
¢ Jointly develop SOL Exceedance report with the TOP

TOP should:

e Use MISO-provided evidence on the MISO RTCA solutions, per the NERC Regional guidance
for 30 minute assessment evidence, if using MISO RTCA as primary.

e The evidence provided by MISO and from MISO MCS notifications of SE and RTCA failures and
System Status Levels issued per MISO procedures for compliance to TOP-001-R13

e Use their own evidence if they are performing their own Real-time Assessment and relying on
MISO for backup functionality only.

e Provide their own evidence of performing their own Real-time Assessment when the MISO RTCA
has failed for 30 minutes if TOP is relying on MISQ for Real-time Assessment requirement.

o [Establish their own evidence of the communication with MISO on the actual condition exceeding
the limits.

e Establish their own evidence of the communication with MISO regarding the reasonability of the

RTCA results.
11
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3. Operational Reliability Data

RC obligation:

e Maintain a documented specification for the data necessary for it to perform its Operational
Planning Analyses, Real-time monitoring, and Real-time Assessments. The data specification shall
include:

v" A list of data and information needed by the RC to support its Operational Planning Analyses,
Real-time monitoring, and Real-time Assessments including non-BES data and external
network data, including non-BES data, as deemed necessary by the Reliability Coordinator.

v" Provisions for notification of current Protection System and Remedial Action Schemes status
or degradation that impacts System reliability.

o Distribute its data specification to entities that have data required by the Reliability Coordinators.

TOP obligation:

e Maintain a documented specification for the data necessary for it to perform its Operational
Planning Analyses, Real-time monitoring, and Real-time Assessments. The data specification
shall include, but not be limited to:

v A list of data and information needed by the Transmission Operator to support its Operational
Planning Analyses, Real-time monitoring, and Real-time Assessments including non-BES
data and external network data, including non-BES data, as deemed necessary by the
Transmission Operator.

v Provisions for notification of current Protection System and Remedial Action Schemes status
or degradation that impacts System reliability.

e Distribute its data specification to entities that have data required by the Reliability Coordinators.

TOP ion

TOP (Data Spec owner) to evaluate their data specification for missing reliability data required for Operational
Planning Analyses, Real-time monitoring, and Real-time Assessment. For missing data, the TOP may provide
a request for the specific data to the data owner and a copy of their data specification, If the data is adequate,
the TOP should issue an attestation to the data provider.

TOP (Data Spec receiver)_as recipient of a data specification:

»  Acknowledge receipt of this data specification.

= Indicate agreement or disagreement with TOP’s default data submission format, security protocols
and process for resolving data conflicts. If disagreeing, please add comments to aid further discussion

with TOP.

»  Supply a contact name, phone number and email address for discussing any concerns or questions

regarding TOP’s data specification or to resolve any disagreement with TOP’s default data submission
format, security protocol and/or process for resolving data conflicts..

TOP utilizing their own next day assessment should review and coordinate results with MISO for any
differences.

Evidence:

TOP should:
* Maintain dated data specification.

13
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4. Real-time Reliability Monitoring and Analysis Capabilities

4.1 Addressing Quality Issues of Necessary Real-time Data to perform Real-time Monitoring and_
Real-time Assessments

RC obligation:

Develop and implement an Operating Process or Operating Procedure to address the quality of

the Real-time data necessary to perform its Real-time Monitoring and Real-time Assessments

for the RC Area that includes:?!

o Criteria for evaluating the quality of Real-time data

o Provisions to indicate the quality of Real-time data to the RC

o Actions to address Real-time data quality issues with entities responsible for providing the
data when quality affects Real-time Assessments

¢ Notify RC’s Wide Area entities, by MCS, of data quality issues that impact the ability to

perform Real-time Monitoring and Real-time Assessments by issuing System Status Level
Alerts

Document data quality issues that impact the ability to perform Real-time Monitoring and
Real-time Assessments in the ROWG Monthly Operations Report

TOP obligation:

<

Shall develop and implement an Operating Process or Operating Procedure to address the

quality of the Real-time Data necessary to perform its Real-time monitoring and Real-time

Assessments the Process or Procedure shall include:*

o Criteria for evaluating the quality of Real-time data

o Provisions to indicate the quality of Real-time data to the System Operators

o Actions to address Real-time data quality issues with entities responsible for providing the
data when quality affects Real-time Assessments

Maintain evidence necessary for TOP compliance

RC Actions

MISO will:

Develop an Operating Process or Operating Procedure to address quality of the Real-time data
issues for data that is necessary for MISO perform its Real-time monitoring and Real-time
Assessments.

Develop provisions to indicate the quality of Real-time data to MISO RC operators and TOPs.
Implement its Operating Process or Operating Procedure to address any quality of the Real-
time data issues for data that is necessary for MISO perform its Real-time monitoring and
Real-time Assessments.

Provide TOP access ta MISO’s Operating Process or Operating Procedure that address Real-
time data quality issues.

MISO provide displays used in monitoring quality of Real-time data used for Real-time
Assessments by CITRIX.

Notify Entities within the MISO RC footprint of uata quality issues that impact the ability to
perform Real-time Monitoring and Real-time Assessments by System Status Level Alerts
using the MCS.

2 TRO-018-1(i) R1
2 TOP-010-1¢i) R1
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Provide documentation that MISO implemented its Operating Process or Operating Procedure
to address the quality of data used for Real-time Assessments in the ROWG Monthly
Operations Report,

Provide Real-time data quality information to the MISO RC and make available to TOPs that
use MISO Assessment as their primary Real-time Assessment.

TOP Actions
TOPs will:

Develop an Operating Process or Operating Procedure to address quality issues of data
used for Real-time monitoring and Assessment including data requested by the RC’s for
their Monitoring and Real-time Assessments. Develop provisions to indicate the quality
of Real-time data to the System Operators.

Implement the TOP’s Operating Process or Operating Procedure when data issues are
detected

Notify MISO of data quality issues that might affect MISO’s Real-time Assessments.
TOPs might use voice communication for ICCP or blocks or RTU failures and Data
Quality Codes passed with the ICCP point, as outlined in the SO-P-NOP-00424 MISO
Member Data Communication Outages.

For those TOPs using MISO Real-time Assessment as their process, develop TOP’s own
process that will be used for overall compliance when notified by MISO of failure of
MISO EMS/SE/RTCA.

Develop documentation on TOP’s own Operating Process that specifies criteria for
evaluating quality of real-time data and actions to address Real-time data quality issues.
If MISO identifies data quality issues impacting MISO’s Real-Time Assessments, MISO
will communicate with affected TOPs. Affected TOPs will coordinate with MISO to
address Real-Time data quality issues.

Evidence

MISO will:

Maintain an Operating Process or Operating Procedure addressing data quality issues that
impact the ability to perform Real-time Monitoring and Real-time Assessments

Provide documentation in the ROWG Monthly Operating Report of data quality issues
that impact the ability to perform Real-time Monitoring and Real-time Assessments.
Maintain records that Operating Processes or Procedures were implemented to address
the quality issues that impact the ability to perform Real-Time Monitoring and Real-
Time assessments.

TOP should:

Maintain Operating Process or Operating Procedure in electronic or hard copy format

For TOPS utilizing MISO assessment tools, maintain a copy of MISO’s Operating Process or
Operating Procedure in electronic or hard copy format

Use MISO evidence for IRO-018-1 R1, or its own evidence, or in conjunction with MISO
evidence, to confirm that it implemented its Operating Process or Operating Procedure that
addresses the quality of the Real-time data. This also includes provisions to indicate the
quality of Real-time data to the System Operator and actions taken to address Real-time data
quality issues when data quality affects Real-time Assessments. This evidence could include
dated operator logs, dated checklist, voice recordings, voice transcripts, or other evidence.

16
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e TOPs using MISO Real-time assessments request evidence that Operating Processes or
Operating Procedures to address the quality of data used for Real-time Assessments were
implemented. Evidence may include:

Dated Operating Logs

Dated Checklist

Dated Repair Request

Voiee recordings

ROWG Monthly Operations Report

o 00

Q0

4.2 Addressing Quality of Analysis used in Real-time Assessments

RC obligation:
o Implement an Operating Process or Operating Procedure to address quality of analysis used in
Real-time Assessments which includes:*
o Criteria for evaluating the quality of analysis
o Provisions to indicate the quality of analysis
o Action to address analysis quality issues affecting Real-time Assessments
e Provide documentation of uses of MISO Process and Procedures for addressing the quality of
analysis used in Real-time Assessments in the ROWG Monthly Operations Report

TOP obligation:
e Implement an Operating Process or Procedure to address quality of analysis used in Real-time
Assessments which includes:
o Criteria for evaluating the quality of analysis
o Provisions to indicate the quality of analysis
o Action to address analysis quality issues affecting Real-time Assessments?*

e TOPs using MISO Real-time Assessments should monitor MISO’s Real-time Assessment
quality information. When Assessment quality is suspect, assist MISO when requested to
determine if TOP’s data or communications is involved

e For TOPs using MISO Real-time Assessments for their primary Assessment tool, the TOP’s
Operating Process or Operating Procedure shall include a process for addressing the quality of
analysis used in the tool used to back up the MISO process when MISO Real-time Assessment

is unavailable,

RC Actions
¢ Develop an Operating Process or Operating Procedure to address the quality of the analysis
used in Real-time Assessments and provide indication of the quality of the analysis to the
MISO Staff and to TOPs within the RC footprint. (via Citrix) The Assessment tools may
include:
o State Estimator
o Real-time Contingency Analysis
e Provide documentation to TOPs on MISO’s Operating Process that specifies criteria for
evaluating quality of the analysis used in Real-time Assessments.

2 JRO-018-1(i) R2
% TOP-010-1(i) R3
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Provide MISO SE and RTCA displays to TOPs (via Citrix and with capability to be filtered on
TOP’s Area basis) that indicate the quality of the analysis used in Real-time Assessments,
such as:
o Convergence status of SE and last successful time/date of RTCA execution
o Solution tolerances for SE and RTCA
o Ranked SE residuals or ranked Normalized Residuals (difference between measured and
estimated values), on (filtered) TOP area basis
o Largest Bus MW/MVAR mismatches on (filtered) TOP area basis
o Results of SE Bad Data Detection and [dentification algerithm and SE Rejected
measurements
o List of Unsolved (Non-Converged) RTCA contingencies
Take Actions to address issues affecting quality of the analysis used in Real-time Assessment
may include such as:
o Manually rerunning/initiating Real-time sequence
o Eliminating bad data from Estimator either automatically by SE algorithm or manually, by
User
o Manually replacing failed data points
o Checking mismatch and iteration tables to determine area causing non convergence
Provide above-mentioned Real-time Assessment quality information to the MISO RC and
make available to TOPs that use MISO Assessment as their primary Real-time Assessment (via
Citrix, MCS, or other means).
Provide access to MISQO’s Operating Process or Operating Procedures for addressing the
quality of analysis used in Real-time Assessments.
Provide documentation in the ROWG Monthly Operations Report that MISO implemented its
Operating Process or Operating Procedure to address issues affecting the quality of the analysis
used in Real-time Assessment.

Develop an Operating Process or Operatmg Procedure to address the quality of the analysis
used in Real-time Assessments utilizing MISO Real-Time Assessment Tools and provide
indication of the quality of the analysis to their System Operators

Monitor the quality of the MISO analysis used in Real-time Assessments

If MISO identifies Real-time Assessment quality issues, MISO will communicate with
applicable TOPs. Applicable TOPs will coordinate with MISO to address Real-Time

Assessment quality issues.

ctions (TOP using their ow -t en
Develop and implement an Operating Process or Operating Procedure for to address the
quality of analysis results used for Real-time Assessments. The Assessment tools include such
as:
o State Estimator
o Real-time Contingency Analysis
Specify criteria for evaluating the quality of analysis used in its Real-time Assessments. The
criteria support the identification of applicable analysis qu ity issues, may include items such
as:
o Solution tolerances
o Mismatch with Real-time data

o Canvergences

18



630

631 Evidence

632

633 MISO will:

634 ¢ Maintain an Operating Process or Operating Procedure addressing the quality of analysis used in
635 its Real-time Assessment in electronic or hard copy format.

636 e Provide documentation that it implemented its Operating Process or Operating Procedure to
637 address the quality of analysis used in its Real-time Assessment in the ROWG Monthly

638 Operations Report.

639

640 TOP should:

641 e Maintain TOP’s Operating Process or Operating Procedure in electronic or hard copy format
642 e Maintain a copy of MISO’s Operating Process or Operating Procedure in electronic or hard
643 copy format

644 e Use MISO documentation from the ROWG Monthly Operations Reports, or the TOPs own
645 evidence, to confirm that it implemented its Operating Process or Operating Procedure that
646 addresses the quality of the analysis used in Real-time Assessments.

647 e TOPs using MISO Real-time assessments request evidence that Operating Processes or

648 Operating Procedures to address the analysis quality issues affecting for Real-time

649 Assessments were implemented. Evidence may include:

650 o Dated Operating Logs

651 o Dated Checklist

652 o Dated Repair Request

653 o Voice recordings

654

6355
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Appendix A: SOL Exceedance Definition

There are two different types of SOL exceedances in Real-time.

L.

SOL exceedance identified in Real-time monitoring based on actual flows

2. SOL exceedance identified in Real-time Assessment/ Contingency analysis based on projected

post contingent flows

Proposed Actual SOL Exceedance definition(s)

A. SOL exceedance identified in real-time monitoring (pre-contingency) based on real time

system conditions

e Actual steady state flow on a BES Facility is greater than the Facility’s highest Emergency
Rating for any time period.

e Actual steady state flow on a BES Facility is above the Normal Rating but below the next
Emergency Rating for longer than the time frame of the next Emergency Rating.

e Actual steady state voltage on a BES Facility is greater than the emergency high voltage limit
for time frame identified by the TOP.

o Actual steady state voltage on a BES Facility is less than the defined emergency low voltage
limit for time frame identified by the TOP.

* Any established Stability Limit (non-IROL) is exceeded for longer than 30 minutes or defined
by Operating Plan.

SOL exceedance identified in the real-time assessment based on Post Contingent system

conditions

o Projected Post Contingent Flow on a BES Facility is greater than short term emergency rating
(RATE C) for longer than 30 minutes with no agreed-to Post Contingency Action Plan.

Note: for Projected Post Contingent Flow on a BES Facility is greater than the long term
emergency rating (RATE B), MISO will begin market action to reduce the projected post
contingent flow to less than the long term emergency rating. While the projected post contingent
flow is being reduced, MISO and the TOP may develop an agreed-to specific post-contingency
action plan should the contingency occur before the reduction is completed.

If the Projected Post Contingent Flow on a BES Facility is greater than the short term emergency
rating (RATE C), MISO and the TOP must develop an agreed-to specific post-contingency action
within 30 minutes. The plan should be implementable within 30 minutes if the contingency

OCCUrs.

e Projected Post Contingent voltage on a BES Facility is less than emergency low voltage limit
for longer than 30 minutes with no agreed-to Post Contingency Action Plan

Proposed Potential SOL Exceedance definition(s) — Operational Planning Analysis
There are two different types of potential SOL Exceedances for Operational Pl:nning Assessment

L

Potential SOL exceedances identified in Operational Planning Assessments based on anticipated
(Pre-contingency) flows

2. Potential SOL exceedances identified in Operational Planning Assessments based on potential (

post-contingent) flows
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The following become an SOL exceedance only if the conditions are not mitigated or TOP enters the
next day operations without an operating plan to mitigate the identified exceedances.
A. Potential SOL exceedance identified in the Operating Planning Analysis (OPA) based on

anticipated (Pre-contingency) conditions

e OPA identifies the anticipated pre-contingency flow on a BES Facility to be higher than the
Normal Rating,.

o OPA identifies anticipated pre contingent voltage on a BES Facility is lower than the
emergency low voltage limit.

o OPA identifies that pre-contingent system conditions exceed established Stability Limits. An
operating plan should be implemented to prevent such exceedances.

B. Potential SOL Exceedance Operational Planning Assessment based on potential (post-

contingent) conditions

e OPA identifies potential post contingent flows on a BES Facility higher than the Emergency
Rating used in the Planning Assessment.

o OPA identifies the potential (post contingent) voltage on a BES Facility is lower than the
emergency low voltage limited.

» OPA identifies that potential post contingent system conditions exceed established Stability
Limits.
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Appendix B: Applicable Standards
IRO-002-5 Reliability Coordination — Monitoring and Analysis

Each Reliability Coordinator shall monitor Facilities, the status of Remedial Action Schemes and non-
BES Facilities identified as necessary by the Reliability Coordinator, within its Reliability Coordinator
Area and neighboring Reliability Coordinator Areas to identify any System Operating Limit
exceedances and to determine any Interconnection Reliability Operating Limit exceedances within its

Reliability Coordinator Area.

Measurement 5: Each Reliability Coordinator shall have, and provide upon request, evidence that could
include but is not limited to Energy Management System description documents, computer printouts,
SCADA data collection, or other equivalent evidence that will be used to confirm that it has monitored
Facilities, the status of Remedial Action Schemes, and non-BES Facilities identified as necessary by the
Reliability Coordinator, within its Reliability Coordinator Area and neighboring Reliability Coordinator
Areas to identify any System Operating Limit exceedances and to determine any Interconnection
Reliability Operating Limit exceedances within its Reliability Coordinator Area.

RSAW Audit Guidance: For all, or 4 sample of, Facilities, Remedial Action Schemes, and non-BES
Facilities identified as necessary by the entity, within its Reliability Coordinator Area and neighboring
Reliability Coordinator Areas, review evidence and determine if the entity monitored them to identify any
System Operating Limit exceedances and to determine any Interconnection Reliability Operating Limit
exceedances within its area.

IRO-008-2 Reliability Coordinator Operational Analyses and Real-time
Assessmentis

Requirement 1: Fach Reliability Coordinator shall perform an Operational Planning Analysis
that will allow it to assess whether the planned operations for the next-day will exceed System
Operating Limits (SOLs) and Interconnection Operating Reliability Limits (IROLs) within its
Wide Area.

Measurement 1: Each Reliability Coordinator shall have evidence of a completed Operational Planning
Analysis. Such evidence could include but is not limited to dated power flow study results.

RSAW Audit Guidance: Determine if the RC performs an Operational Planning Analysis, which

determines if the planned operations for the next-day will exceed System Operating Limits (SOLs) or
Interconnection Operating Reliability Limits (IROLs) within its RC Wide Area.

Requirement 2: Fach Reliability Coordinator shall have a coordinated Operating Plan(s) for

next-day operations to address potential System Operating Limit (SOL) and Interconnection

Reliability Operating Limit (IROL) exceedances identified as a result of its Operational Planning

Analysis as performed in Requirement R1 while considering the Operating Plans for the next-day
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provided by its Transmission Operators and Balancing Authorities.

Measurement 2: Each Reliability Coordinator shall have evidence that it has a coordinated Operating
Plan for next-day operations to address potential System Operating Limit (SOL) and Interconnection
Reliability Operating Limit (IROL) exceedances identified as a result of the Operational Planning
Analysis performed in Requirement R1 while considering the Operating Plans for the next-day provided
by its Transmission Operators and Balancing Authoritics. Such cvidence could include but is not limited
to plans for precluding operating in excess of each SOL and IROL that were identified as a result of the
Operational Planning Analysis.

RSAW Audit Guidance: Review a sample of Operating Plans provided by the entity to verify that it has
a coordinated plan for next-day operations that addresses potential System Operating Limit (SOL) and
Interconnection Reliability Operating Limit (IROL) exceedances.

Requirement 3: Fach Reliability Coordinator shall notify impacted entities identified in its
Operating Plan(s) cited in Requirement R2 as to their role in such plan(s).

Measurement 3: Each Reliability Coordinator shall have evidence that it notified impacted entities
identified in its Operating Plan(s) cited in Requirement R2 as to their role in such plan(s). Such evidence
could include but is not limited to dated operator logs, or email records.

RSAW Audit Guidance: During the audit period, did the entity, per its OPA and development of its
Operating Plan, identify impacted entities within its area? Ensure that during the audit period, the entity,

per its next-day analysis and development of its Operating Plan, did notify impacted entities.

Requirement 4: Each Reliability Coordinator shall ensure that a Real-time Assessment is
performed at least once every 30 minutes.

Measurement 4: Each Reliability Coordinator shall have, and make available upon request,
evidence to show it ensured that a Real-time Assessment is performed at least once every 30
minutes. This evidence could include but is not limited to dated computer logs showing times the
assessment was conducted, dated checklists, or other evidence.

RSAW Audit Guidance: For a sample of, BES events selected by the auditor, review evidence
(dates and times in the audit period) and determine if the entity ensured a Real-time Assessment was
performed at least once every 30 minutes. Auditors can obtain a population of events for sampling
from NERC’s, or the Regional Entity’s, records of mandatory event reports, other information
available at the Regional Entities, or a query of the entity. Auditors are encouraged to monitor
compliance during the most critical cvents on the entity’s system occurring during the compliance
monitoring period.
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Requirement 5: Each Reliability Coordinator shall notify impacted Transmission Operators and
Balancing Authorities within its Reliability Coordinator Area, and other impacted Reliability
Coordinators as indicated in its Operating Plan, when the results of a Real-time Assessment indicate an
actual or expected condition that results in, or could result in, a System Operating Limit (SOL) or
Interconnection Reliability Operating Limit (IROL) exceedance within its Wide Area.

Measurement 5: Each Reliability Coordinator shall make available upon request, evidence that it
informed impacted Transmission Operators and Balancing Authorities within its Reliability Coordinator
Area, and other impacted Reliability Coordinators as indicated in its Operating Plan, of its actual or
expected operations that result in, or could result in, a System Operating Limit (SOL) or Interconnection
Reliability Operating Limit (IROL) exceedance within its Wide Area. Such evidence could include but is
not limited to dated operator logs, voice recordings or transcripts of voice recordings, electronic
communications, or other equivalent evidence. If such a situation has not occurred, the Reliability
Coordinator may provide an attestation,

RSAW Audit Guidance: Review evidence that the entity informed impacted Transmission Operators and
Balancing Authorities within its Reliability Coordinator Area, and other impacted Reliability Coordinators
as indicated in its Operating Plan when the results of a Real-time Assessment indicate actual or expected
conditions that of its actual or expected operations that results in, or could result in, a System Operating
Limit (SOL) or Interconnection Reliability Operating Limit (IROL) exceedance. Review a sample of
evidence that supports entity’s assertion that it informed Transmission Operators and, Balancing
Authorities within its Reliability Coordinator Area, and other impacted Reliability Coordinators of its
actual or expected operations that result in, or could result in, a System Operating Limit (SOL) or
Interconnection Reliability Operating Limit (IROL) exceedance.

Requirement 6: Each Reliability Coordinator shall notify impacted Transmission Operators and
Balancing Authorities within its Reliability Coordinator Area, and other impacted Reliability
Coordinators as indicated in its Operating Plan, when the System Operating Limit (SOL) or
Interconnection Reliability Operating Limit (IROL) exceedance identified in Requirement R5 has been
prevented or mitigated.
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Measurement 6: Each Reliability Coordinator shall make available upon request, evidence that it
informed impacted Transmission Operators and Balancing Authorities within its Reliability Coordinator
Area, and other impacted Reliability Coordinators as indicated in its Operating Plan, when the System
Operating Limit (SOL) or Interconnection Reliability Operating Limit (IROL) exceedance identified in
Requirement R5 has been prevented or mitigated. Such evidence could include but is not limited to dated
operator logs, voice recordings ur Lranscriply of voice recurdings, eleclronic communicalions, vr other
equivalent evidence. If such a situation has not occurred, the Reliability Coordinator may provide an
attestation.

RSAW Audit Guidance: When the SOL or [ROL exceedance has been prevented or mitigated, provide
documentation that the entity informed impacted Transmission Operator's and, Balancing Authorities
within its Reliability Coordinator Area, and other impacted Reliability Coordinators. Such evidence could
include, but is not limited to, dated operator logs, voice recordings or transcripts of voice recordings,
electronic communications, or other equivalent evidence. When the SOL or IROL exceedance has been
prevented or mitigated, review sample(s) of Requirement R5 evidence for supporting documentation that
the entity notified impacted Transmission Operators and Balancing Authorities within its Reliability
Coordinator Area, and other impacted Reliability Coordinators (if appropriate).

IR0-018-1 (i) Reliability Coordinator Real-time Monitoring and Arnalysis Capabilities

Requirement 1: Each Reliability Coordinator shall implement an Operating Process or Operating
Procedure to address the quality of the Real-time data necessary to perform its Real-time monitoring and

Real-time Assessments. The Operating Process or Operating Procedure shall include:

1.1. Criteria for evaluating the quality of Real-time data;

1.2. Provisions to indicate the quality of Real-time data to the System Operator; and

1.3. Actions to address Real-time data quality issues with the entity(ies) responsible for providing the data
when data quality affects Real-time Assessments

Measurement 1: Each Reliability Coordinator shall have evidence it implemented its Operating
Process or Operating Procedure to address the quality of the Real-time data necessary to perform its
Real-time monitoring and Real-time Assessments. This evidence could include, but is not limited to: 1)
an Operating Process or Operating Procedure in electronic or hard copy format meeting all provisions of
Requirement R1; and 2) evidence Reliability Coordinator implemented the Operating Process or
Operating Procedure as called for in the Operating Process or Operating Procedure, such as dated
operator or supporting logs, dated checklist, voice recordings, voice transcripts, or other evidence.

RSAW Audit Guidance 1: Review and verify the entity’s Operating Process or Operating Procedure
addresses the Real-time data necessary to perform Real-time monitoring and Real-time Assessments.
Review and verify the entity’s Operating Process or Operating Procedure addresses the quality of the
Real-time data necessary to perform Real-time monitoring and Real-time Assessments includes;
(Partl.1) Criteria for evaluating the quality of Real-time data; (Part 1.2) Provisions to indicate the
quality +7Real-time data to the System Operator; and (Part 1.3) Actions to address Real-time data
quality issues with the entity(ies) responsible for providing the data when data quality affects Real-time
Assessments. Verify implementation of the Operating Process or Operating Procedure which addresses
the quality of the Real-time data necessary to perform Real-time monitoring and Real-time

Assessments.
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Requirement 2: Each Reliability Coordinator shall implement an Operating Process or Operating
Procedure to address the quality of analysis used in its Real-time Assessments. The Operating Process or
Operating Procedure shall include:

2.1. Criteria for evaluating the quality of analysis used in its Real-time Assessments;

2.2. Provisions to indicate the quality of analysis used in Real-time Assessments; and

2.3. Actions to address analysis issues affecting its Real-time Assessments.

Measurement 2: Each Reliability Coordinator shall have evidence it implemented its Operating Process or
Operating Procedure to address the quality of analysis used in its Real-time Assessments as specified in
Requirement R2. This evidence could include, but is not limited to: 1) an Operating Process or Operating
Procedure in electronic or hard copy format meeting all provisions of Requirement R2; and 2) evidence the
Reliability Coordinator implemented the Operating Process or Operating Procedure as called for in the
Operating Process or Operating Procedure, such as dated operator logs, dated checklists, voice recordings,
voice transcripts, or other evidence.

RSAW Audit Guidance 2: Review and verify the entity’s Operating Process or Operating Procedure
addresses the quality of analysis used in its Real-time Assessment includes: (Part 2.1) Criteria for
evaluating the quality of analysis used in its Real-time Assessment; (Part 2.2) Provisions to indicate the
quality of analysis used in its Real-time Assessments; and (Part 2.3) Actions to address analysis quality
issues affecting its Real-time Assessments. Verify implementation of the Operating Process or Operating
Procedure which addresses the quality of analysis used in its Real-time Assessments.

TOP-001-4 Transmission Operations

Requirement 10: Each Transmission Operator shall perform the following for determining System
Operating Limit (SOL) exceedances within its Transmission Operator Area:

10.1. Monitor Facilities within its Transmission Operator Area;

10.2. Monitor the status of Remedial Action Schemes within its Transmission Operator Area;

10.3. Monitor non-BES Facilities within its Transmission Operator Area identified as
necessary by the Transmission Operator;

10.4. Obtain and utilize status, voltages, and flow data for Facilities outside its Transmission
Operator Area identified as necessary by the Transmission Operator;

10.5. 10.5 Obtain and utilize the status of Remedial Action Schemes outside its Transmission
Operator Area identified as necessary by the Transmission Operator; and

10.6. 10.6 Obtain and utilize status, voltages, and flow data for non-BES Facilities outside its
Transmission Operator Area identified as necessary by the Transmission Operator.

27




808

809
810

811
812

f13
614
815
816
817

Measurement 10: Each Transmission Operator shall have, and provide upon request, evidence that could
include but is not limited to Energy Management System description documents, computer printouts,
Supervisery-Coenatrol and Data Acquisition (SCADA) data collection, or other equivalent evidence that
will be used to confirm that it monitored or obtained and utilized data as required to determine any System
Operating Limit (SOL) exceedances within its Transmission Operator Area.

RSAW Audit Guidance: (10.1) Verify the entity monitored Facilities within its Transmission Operator Area
for determining SOL exceedances within its Transmission Operator Area.

(10.2) Verify the entity monitored the status of Remedial Action Schemes within its Transmission Operator Area
for determining SOL exceedances within its Transmission Operator Area.

(10.3) Verify the entity monitored non-BES Facilities within its Transmission Operator Area identified by the
entity as necessary for determining SOL exceedances within its Transmission Operator Area.

(10.4) Verify the entity obtained and utilized status, voltages, and flow data for Facilities outside its Transmission
Operator Area identified by the entity as necessary for determining SOL exceedances within its Transmission
Operator Area.

(10.5) Verify the entity obtained and utilized the status of Remedial Action Schemes outside its Transmission
Operator Area identified by the entity as necessary for determining SOL exceedances within its Transmission
Operator Area.

(10.6) Verify the entity obtained and utilized status, voltages, and flow data for non-BES Facilities outside its
Transmission Operator Area identified by the entity as necessary for determining SOL exceedances within its

Transmission Operator Area.

Requirement 13: Each Transmission Operator shall ensure that a Real-time Assessment is performed
at least once every 30 minutes.

Requirement 14: Fach Transmission Operator shall initiate its Operating Plan to mitigate a SOL
Exceedance identified as part of its Real-time monitoring or Real-time Assessment.
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Measurement 14: Each Transmission Operator shall have evidence that it initiated its Operating Plan for
mitigating SOL exceedances identified as part of its Real-time monitoring or Real-time Assessments. This
evidence could include but is not limited to dated computer logs showing times the Operating Plan was
initiated, dated checklists, or other evidence.

RSAW Audit Guidance: Did the entity have any SOL exceedances during the compliance monitoring
period? Yes / No. If Yes, provide a list of such exceedances. If No, describe how this was ascertained.
Documentary evidence (as outlined in Measure M14) that demonstrates that the entity initiated its
Operating Plan to mitigate an SOL exceedance identified as part of its Real-time monitoring or Real-time
Assessment. For all, or a sample of, SOL exceedances, review documentary evidence that demonstrates
that the entity initiated its Operating Plan to mitigate an SOL exceedance identified as part of its Real-time

monitoring or Real-time Assessment.

Requirement 15: Each Transmission Operator shall inform its Reliability Coordinator of actions taken to
return the System to within limits when a SOL has been exceeded.

Measurement 15: Each Transmission Operator shall make available evidence that it informed its
Reliability Coordinator of actions taken to return the System to within limits when a SOL was exceeded.
Such evidence could include but is not limited to dated operator logs, voice recordings or transcripts of
voice recordings, or dated computer printouts. If such a situation has not occurred, the Transmission
Operator may provide an attestation,

RSAW Audit Guidance: Did the entity have any SOL exceedances during the compliance monitoring
period? Yes / No. If No, describe how this was ascertained. If Yes, provide a list of such exceedances
and evidence of having informed the Reliability Coordinator of actions to return the system to within
limits. Documentary evidence (such as outlined in Measure M15) that demonstrates that the entity
informed its Reliability Coordinator of its actions to return the system to within limits when an SOL has
been exceeded. For all, or a sample of, SOL exceedances, review documentary evidence that
demonstrates the entity informed its RC of its actions to return the system to within limits when an SOL
has been exceeded.

TOP-002-4 Operations Planning

Requirement 1: Each Transmission Operator shall have an Operational Planning Analysis that will allow
it to assess whether its planned operations for the next day within its Transmission Operator Area will

exceed any of its System Operating Limits (SOLs).

Measurement 1: Each Transmission Operator shall have evidence of a completed Operational Planning
Analysis. Such evidence could include but is not limited to dated power flow study results.

RSAW Audit Gridance: Review documentary evidence that demonstrates that the entity has an
Operational Plani.ing Analysis that will allow it to assess whether its planned operations for the next-day
within its TOP Area will exceed any of its System Operating Limits (SOLs). Walkthrough a sample of
OPAs with the entity.
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Requirement 2: Each Transmission Operator shall have an Operating Plan(s) for next-day
operations to address potential System Operating Limit (SOL) exceedances identified as a
result of its Operational Planning Analysis as required in Requirement R1

Measurement 2: Each Transmission Operator shall have evidence that it has an Operating Plan to address
potential System Operating Limits (SOLs) exceedances identified as a result of the Operational Planning
Analysis performed in Requirement R1. Such evidence could include but it is not limited to plans for
precluding operating in excess of each SOL that was identified as a result of the Operational Planning

Analysis.

RSAW Audit Guidance: Review evidence demonstrating that the entity’s Operating Plan addressed
potential SOLs that were identified as a result of the Operational Planning Analysis it performed in
Requirement R1. Walkthrough a sample of Operating Plans to verify they addressed SOL exceedances as
described in Requirement R2.

Requirement 3: Each Transmission Operator shall notify impacted entities identified in
the Operating Plan(s) cited in Requirement R2 as to their role in those plan(s).

Measurement 3: Each Transmission Operator shall have evidence that it notified impacted entities
identified in the Operating Plan(s) cited in Requirement R2 as to their role in the plan(s). Such evidence
could include but is not limited to dated operator logs, or e-mail records.

RSAW Audit Guidance: Dated operator logs, email, correspondence, or other evidence, that
demonstrates that the entity notified impacted entities identified in the Operating Plan(s) cited in

Requirement R2 as to their role in those plan(s).

Requirement 6: Each Transmission Operator shall provide its Operating Plan(s) for next day
operations identified in Requirement R2 to its Reliability Coordinator.

Measurement 6: Each Transmission Operator shall have evidence that it provided its Operating Plan(s)
for next-day operations identified in Requirement R2 to its Reliability Coordinator. Such evidence could

include but is not limited to dated operator logs or e-mail records.

RSAW Audit Guidance: Dated operator logs or e-mail correspondence that demonstrates that the
entity provided its Operating Plan(s) for next-duy operations identified in Requirement R2 to its
Reliability Coordinator.

TOP-003-3 Operational Reliability Data
Requirement 1:

Each Transmission Operator shall maintain a documented specification for the data
necessary for it to perform its Operational Planning Analyses, Real-time monitoring, and
Real-time Assessments. The data specification shall include, but not be limited to:
1.1. A list of data and information needed by the Transmission Operator to support its
Operational Planning Analyses, Real-time monitoring, and Real-time Assessments
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including non-BES data and external network data as deemed necessary by the
Transmission Operator.,

1.2. Provisions for notification of current Protection System and Special Protection
System status or degradation that impacts System reliability.

1.3. A periodicity for providing data.

1.4. The deadline by which the respondent is to provide the indicated data.

Measurement 1: Each Transmission Operator shall make available its dated, current, in force

documented specification for data.

RSAW Audit Guidance: Documented specification for the data necessary for the entity to perform its
Operational Planning Analyses, Real-time monitoring, and Real-time Assessments. In addition to a
review of the documentary evidence, the auditor may interview entity representatives to determine if it
maintained a documented specification for the data necessary for it to perform its Operational Planning
Analyses, Real-time monitoring, and Real-time Assessments.

Requirement 3: Each Transmission Operator shall distribute its data specification to entities
that have data required by the Transmission Operator’s Operational Planning Analyses, Real-

time monitoring, and Real-time Assessment.

Measurement 3: Each Transmission Operator shall make available evidence that it has distributed its data
specification to entities that have data required by the Transmission Operator’s Operational Planning
Analyses, Real-time monitoring, and Real-time Assessments. Such evidence could include but is not
limited to web postings with an electronic notice of the posting, dated operator logs, voice recordings,
postal receipts showing the recipient, date and contents, or e-mail records.

RSAW Audit Guidance: Data specification(s) received by entity. Electronic or hard copies of data
transmittals showing satisfaction of the entity’s obligations for the data specifications received.

Requirement S: Each Transmission Operator, Balancing Authority, Generator Owner, Generator
Operator, Load-Serving Entity, Transmission Owner, and Distribution Provider
receiving a data specification in Requirement R3 or R4 shall satisfy the obligations of
the documented specifications using:
5.1. A mutually agreeable format
5.2. A mutually agreeable process for resolving data conflicts
5.3. A mutually agreeable security protocol.

Measurement S: Each Transmission Operator, Balancing Authority, Generator Owner, Generator
Operator, Load Serving Entity, Transmission Owner, and Distribution Provider receiving a data
specification in Requirement R3 or R4 shall make available evidence that it has satisfied the obligations of
the documented specifications. Such evidence could include, but is not limited to, electronic or hard

copies of data transmittals or attestations of receiving entities.

RSAW Audit Guidance: Data specification(s) received by entity. Electronic or hard copies of data
transmittals showing satisfaction of the entity’s obligations for the data specifications received.

TOP-010-1() Real-time Reliability Monitoring and Analysis Capabilities
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Reguirement |: Each Transmission Operator shall implement an Operating Process or Operating
Procedure to address the quality of the Real-time data necessary to perform its Real-time monitoring
and Real-time Assessments. 'I'he Operating Process or Operating Procedure shall include:

1.1. Criteria for evaluating the quality of Real-time data;

1.2. Provisions to indicate the quality of Real-time data to the System Operator; and

1.3. Actions to address Real-time data quality issues with the entity(ies) responsible for providing the
data when data quality affects Real-time Assessments

Measurement 1: FEach Reliability Coordinator shall have evidence it implemented its Operating
Process or Operating Procedure to address the quality of the Real-time data necessary to perform its
Real-time monitoring and Real-time Assessments. This evidence could include, but is not limited to: 1)
an Operating Process or Operating Procedure in electronic or hard copy format meeting all provisions of
Reguirement R1; and 2) evidence Reliability Coordinator implemented the Operating Process or
Operating Procedure as called for in the Operating Process or Operating Procedure, such as dated
operator or supporting logs, dated checklist, voice recordings, voice transcripts, or other evidence.

RSAW Audit Guidance 1: Review and verify the entity’s Operating Process or Operating Procedure
addresses the Real-time data necessary to perform Real-time monitoring and Real-time Assessments.
Review and verify the entity’s Operating Process or Operating Procedure addresses the quality of the
Real-time data necessary to perform Real-time monitoring and Real-time Assessments includes;
(Partl.1) Criteria for evaluating the quality of Real-time data; (Part 1.2) Provisions to indicate the
quality of Real-time data to the System Operator; and (Part 1.3) Actions to address Real-time data
quality issues with the entity(ies) responsible for providing the data when data quality affects Real-time
Assessments. Verify implementation of the Operating Process or Operating Procedure which addresses
the quality of the Real-time data necessary to perform Real-time monitoring and Real-time
Assessments.

Requirement 3: Each Transmission Operator shall implement an Operating Process or Operating
Procedure to address the quality of analysis used in its Real-time Assessments. The Operating
Process or Operating Procedure shall include:

3.1. Criteria for evaluating the quality of analysis used in its Real-time Assessments;

3.2. Provisions to indicate the quality of analysis used in Real-time Assessments; and

3.3. Actions to address analysis issues affecting its Real-time Assessments.

Measurement 3: Each Transmission Operator shall have evidence it implemented its Operating Process or
Operating Procedure to address the quality of analysis used in its Real-time Assessments as specified in
Requirement R3. This evidence could include, but is not limited to: 1) an Operating Process or Operating
Procedure in electronic or hard copy format meeting all provisions of Requirement R3; and 2) evidence the
Transmission Operator implemented the Operating Process or Operating Procedure as called for in the
Operating Process or Operat ..g Procedure, such as dated operator logs, dated checklists, voice recordings,
voice transcripts, or other evidence.

RSAW Audit Guidance 3: Verify that the Operating Process or Operating Procedure addresses the quality
of analysis used in its Real-time Assessment includes: (Part 3.1) Criteria for evaluating the quality of

analysis used in its Real-time Assessment; (Part 3.2) Provisions to indicate the quality of analysis used in its
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Real-time Assessments; and (Part 3.3) Actions to address analysis quality issues affecting its Real-time
Assessments, Verify implementation of the Operating Process or Operating Procedure which addresses the

quality of analysis used in its Real-time Assessments.
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@ GR’DF OR CE Proposal for the City of Henderson, Kentucky, Utility Commission (dba HMP&L)

UB #18-11-14 LBA and TOP Services RFP

Section 10.0: Addendum 1 - Revised Scope and Attachment 7

Gridforce has included Addendum 1 on the following page and Attachment 7 on the previous pages in
Section 8.0 of this proposal.

Confidential & Proprietary 140
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HENDERSON MUNICIPAL POWER & LIGHT

ADDENDUM 1

RFP FOR TOP AND LBA SERVICES
UB #18-11-14

Proposed Scope of Work (revised)

In addition to the requirements specified in the RFP for Transmission Operator Services (TOP
and Load Balancing Authority Services (LBA), the following NERC requirements apply. Bidders
shall include compliance with the applicable requirements of these standards.

TOP-001-4 - Transmission Operations (BA, TO, TO,GO)
hitps://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-001-4. pdf

Standard TOP-002-4 — Operations Planning (TO, BA)
https://www.nerc.com/pa/Stand/Reliability%205tandards/TOP-002-4.pdf

Standard TOP-003-3 — Operational Reliability Data (BA, TO, TOP, GO, GOP, LSE DP)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-003-3.pdf

TOP-010-1(i) — Real-time Reliahility Monitoring and Analysis Capabilities (TOP, BA)
https://www.nerc.com/pa/Stand/Reliability%205tandards/TOP-010-1(i).pdf

Attachment 7 (added)

MISO, as signatory to the I1SO Agreement (Transmission Owner Agreement), is required to provide
certain reliability functions as prescribed in Module F of the MISO Tariff. Attachment 7 to the RFP
entitled “Operating Protocols Between MISQO Reliability Coordinator and the Transmission Operators”
provides bidders with the specific roles of MISO and the TOPs with respect to how the TOP will utilize
MISO tools, processes and authority to identify and mitigate SOL Exceedances and are consistent with
the contractual obligations MISQ has under Module F of the MISO Tariff.

All Respondents are asked to submit a signed copy of this Addendum as part of their RFP bid package to
acknowledge receipt of the updated information.

Gridforce Energy Management, LLC

Respondent

!
A ol e

Signature of Executing Party

11/12/18

Date
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Item 20) Please refer to the Direct Testimony of Brad Bickett, page 8, lines 17-19. Mr.
Bickett states that “Big Rivers voluntarily passed up an opportunity to gain potential
revenue of up to six-hundred thousand dollars ($600,000) per year.”

a. Provide all correspondence or other Documents where Henderson offered to
pay Big Rivers $600,000 per year to provide Transmission Operator and Local Balancing
Authority services after the retirement of Station Two.

Response)  a. Henderson advertised for Transmission Operator (TO) and Local
Balancing Authority (LBA) services in accordance with competitive-bidding requirements and,
as stated in the Bickett Testimony, currently pays the successful bidder approximately $600,000
per year for those services. Henderson did not offer to pay Big Rivers $600,000 per year for
those services, as Big Rivers submitted a bid to perform those services for four months at a cost
of $3.2 million (or $9.6 million per year). Henderson can only surmise that the submission of
such an exorbitant bid reflects a business decision on the part of Big Rivers to forgo revenue in
line with the current market price for those services.

Witness) Brad Bickett
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Item 21) Please refer to the Direct Testimony of Brad Bickett, page 5, lines 14-17. Mr.
Bickett states that “Henderson advised Big Rivers on a number of occasions that
Henderson was negotiating with a third party to register the Station Two units on
Henderson’s behalf and to act as Henderson’s market participant in MI1SO.”

a. Explain why Henderson was negotiating with a third party to register the
Station Two units in MISO prior to December 2010.

b. Describe all costs and benefits that would or could have resulted from
Henderson having a third party register the Station Two units in MISO on Henderson’s
behalf prior to December 2010. Provide all analyses, workpapers, correspondence, and
other Documents evidencing, evaluating, or relating to such costs and benefits, including
Excel files in Excel format with formulas and links intact.

C. Explain why Henderson was negotiating with a third party to act as
Henderson’s Market Participant in MISO prior to December 20107

d. Describe all costs and benefits that would or could have resulted from
Henderson having a third party act as its Market Participant prior to December 2010.
Provide all analyses, workpapers, correspondence, and other Documents evidencing,
evaluating, or relating to such costs and benefits, including Excel files in Excel format with
formulas and links intact.

e. Explain whether Henderson pursued registering the Station Two units in
MISO on Henderson’s behalf between 2010 and the retirement of the Station Two units.
Provide all analyses, workpapers, correspondence, or other Documents relating to your

response, including Excel files in Excel format with formulas and links intact.
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f. Explain whether Henderson pursued having a third party act as its market
Participant between 2010 and the retirement of the Station Two units. Provide all analyses,
workpapers, correspondence, or other Documents relating to your response, including
Excel files in Excel format with formulas and links intact.

g. Describe and quantify all MISO fees or charges Henderson would have been
responsible for (directly or indirectly) if Henderson had a third party register the Station
Two units in MISO on its behalf prior to the retirement of Station Two.

h. Describe and quantify all MISO fees or charges Henderson would have been
responsible for (directly or indirectly) if Henderson had a third party act as Henderson’s
Market Participant prior to the retirement of Station Two.

Response)  a. Big Rivers notified Henderson on February 8, 2010, that Big Rivers had
applied for MISO membership in December 2009 (see Attachment 1 to this response).
Henderson decided at that time to explore the feasibility of MISO membership and the
independent registration of Henderson load and the Station Two units. MISO subsequently
learned that Henderson would have to either become a Market Participant or authorize an
existing Market Participant to register the Station Two generation assets. For this reason,
Henderson began negotiations with a third party to potentially act as Henderson’s Market
Participant in the event Henderson elected to register the Station Two units in MISO.

b. If Henderson had been properly represented by a Market Participant in
MISO, Henderson would have been entitled to receive all MISO revenue associated with
Henderson’s share of reserved capacity from Station Two, including but not necessarily limited
to revenue associated with the sale of surplus energy and revenue associated with capacity,

operating reserves, ancillary services, reactive power, and make-whole payments. Big Rivers
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states in response to Item 40 of Henderson’s Supplemental Request for Information that Big
Rivers received approximately $18,000 in MISO ancillary services market revenues in
connection with Station Two between 2010 and 2013. Based upon Big Rivers’ filings with the
Federal Energy Regulatory Commission (FERC), Big Rivers also requested compensation for
Reactive Supply Service, using a cost-based revenue requirement for Big Rivers’ allocated share
of Station Two capacity, in the amount of $124,452 per year. Based upon the Station Two
capacity split, Henderson had rights to the same cost-based revenue requirement in the amount of
$72,649.64 per year. Had Big Rivers acted as the Market Participant for Henderson, then

Henderson’s reserved share of Station Two capacity should have been represented in Big Rivers’

FERC filings.
C. See response to Item 21(a).
d. See response to Item 21(b).
e. Yes. See response to Item 17(b).
f. Yes. See response to Item 17(b).
g. Henderson does not have this information because Henderson ultimately

did not pursue MISO membership until after Station Two retired. However, Henderson
understands that any fees Henderson would have incurred would have been offset to some degree
by revenue.

h. See response to Item 21(g).

Witness) Brad Bickett
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Il HENDERSONMUNICIPAL POWER & LIGHT:

January 28, 2010

Mr. Mark A. Bailey

President

Big Rivers Electric Corporation
201 Third Street ;
Henderson, Kentucky 42420

Dear Mark:

I wanted to get back to you concerning our December 3 meeting when you explained that Big
Rivers may have a future interest in formally joining MISO. Subsequent to our discussion I read
a December 17 news release that indicated Big Rivers may be fully integrated into MISO by

September 2010.

I recall during our discussion in December you suggested several options, including joining
MISO, in order to address the operating reserves issue. Are you now in a position to know how
HMP&L and Station Two would be affected if Big Rivers joins MISO?? Would the MISO
membership have any affect on Station Two unit dispatch, operations, planning, expenses, or
other repercussions to HMP&L?? Also, are you aware of any possible changes in transmission

scheduling or rates?

In advance, thank you for keeping us informed.

Sincerely,

o)
Gary‘Q_ujck

ec: Wayne Thompson

Case No. 2019-00269
Attachment 1 to BREC 1-21
Page 1 of 2



201 Third Street

T, © P e i
| .} P.O. Box 24
lg R}ﬁ ?@TS . Henderson, KY 42419-0024
. 270-827-2561 ‘
ELECTRIC CORPORATION www.bigrivars.com

February 8, 2010

Mr. Gary Quick

Henderson Municipal Power & Light
P. O. Box 8

Henderson, KY 42419-0008

Dear Gary:‘

This is in response to your letter of January 28, 2010, asking for an update on Big Rivers’ efforts
to comply with the NERC Contingency Reserve requirement. As I had told you to expect, Big
Rivers did apply in December for membership in Midwest ISO because that was the only
feasible option available for Big Rivers to comply with the NERC Contingency Reserve
requirement after December 31, 2009. For that reason, Big Rivers does have an interest in
joining Midwest ISO, and has filed an application with the Kentucky Public Service
Commission (“Commission”) seeking the necessary authority to do so if no better option for
meeting the NERC Contingency Reserve requirement is found. Our arrangements with Midwest
ISO allow us to withdraw from the membership process prior to full integration (scheduled for
September 1, 2010), and the Commission would not approve Midwest ISO membership if

there is a better alternative available for satisfying the NERC requirement.

We are engaged in due diligence to fully understand the implications of Midwest ISO
membership for the entire Big Rivers Control Area, including all the subjects you mention in
your letter. When we dre satisfied that we have answers to these questions, we will meet with
you to go over the details. If helpful, I can probably arrange for someone from Midwest ISO to
attend. In the meantime, do not hesitate to contact me with any other questions.

Sincerely yours,

BIG RIVERS ELECTRIC CORPORATION

Jroonk_

Mark A. Bailey
President and CEO

Case No. 2019-00269
Attachment 1 to BREC 1-21
Page 2 of 2
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10

11

12

13

14

15

16

17

18

19

20

21

22

Item 22) Describe all costs and benefits that will or could result from Henderson’s
integration into MISO as a Market Participant. Provide all studies, workpapers,
correspondence, and other Documents evidencing, evaluating, or relating to such costs and
benefits or relating to any alternatives to MISO, including Excel files in Excel format with
formulas and links intact.

Response)  Henderson objects to this request on the grounds the request seeks information
which is not relevant to this proceeding.

Witness) Brad Bickett
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Item 23) What was or is the MISO planning reserve requirement applicable to
Henderson for each of the MISO Planning Years 2019 and 2020?

Response)  The planning reserve requirement applicable to Henderson for the Planning Year
2019 was 113 MW. The planning reserve requirement applicable to Henderson for the Planning

Year 2020 was 114.6 MW.
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Witness)

Brad Bickett
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Item 24) Please refer to the Direct Testimony of Brad Bickett, page 10, line 1.

a. Provide all calculations, workpapers, correspondence, and other Documents
relating to the planning reserve calculation in the referenced May 16, 2018, email.

b. Explain how the 2018-2019 peak demand forecast was derived.

C. Provide the source of the “Industry Average EFord for comparable
generators” of 6.85%.

d. Provide the source and the rationale for the formula used to apply the
Industry Average EFord to the Station two reservation.

e. Please provide the NERC Mandatory Reliability Standard(s), MISO tariff,
or MISO Business Practices Manual sections supporting the calculation used by
Henderson.

Response)  a. Big Rivers has mischaracterized the referenced email | sent to Mark
Eacret on May 16, 2018. The information in my email to him was not intended to satisfy MISO
resource adequacy rules, and I told him as much. Prior to sending the email to Mark Eacret on
May 16, 2018, | had a conversation with him by phone. | told Mark that Henderson maintained
planning reserves in accordance with the NERC recommendation for our region, and that it was
the same older method that was used by Big Rivers prior to joining MISO.

See “Attachment 8 of Response to HMPL 2-43 Witness: Mark J. Eacret”, where an email from
Mark Eacret to Bob Berry describes details of this phone conversation. During our call, he also
said that Big Rivers had developed the planning reserve calculation on behalf of Henderson per
the MISO Resource Adequacy rules. | then asked Mark if the Big Rivers calculation had been

approved by MISO and he said, “No.”
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I explained to Mark that Henderson was not being represented as a Market Participant for Station
Two generation, and furthermore, Henderson was not a Load Serving Entity in MISO. It was
absurd to me that Big Rivers would suddenly attempt to apply MISO Resource Adequacy rules
to Henderson without any benefit from the Station Two generation in MISO, especially after
giving notice that the Station Two contracts had been terminated. During the call, I also stated
that Henderson was not subject to the MISO planning requirements and did not agree with Big
Rivers’ exerting undue authority over Henderson’s capacity requirement. At the end of our
phone discussion, Mark asked me to email him my numbers for his record of Henderson’s
planning requirements. While | was not aware of Big Rivers ever having requested this
information in the past and was also not aware of any regulatory requirement to do so, |
complied with his request via the email on May 16, 2018.

b. See attached 2017 document forecasting load for 2018-2019.

C. See attached spreadsheet titled “Generating Unit Statistical Brochure.”

d. To apply a factor to determine unforced capacity for planning purposes,
the Demand Equivalent Forced Outage Rate (EFORD) for comparable sized coal generators was
used. The purpose of the formula used was to apply the EFORD to the Station Two reservation
and account for unit redundancy.

e. None of the referenced materials were used as a basis for the calculation
contained in the email to Mark Eacret dated May 16, 2018.

Witness) Brad Bickett
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GDS Associates, Inc. (“GDS”) prepared a Load Forecast for Henderson Municipal Power & Light (“HMPL") in
August 2017. GDS prepared annual and monthly projections of total energy requirements (inclusive of
distribution line losses) and total demand requirements for 2017 through 2027. This report presents the load
forecast, describes the methodology employed by GDS to project energy and peak demand, and describes the
major assumptions and data sources used.

Energy requirements are projected to increase at an average compound rate of 0.1% per year from 2017
through 2027, Low energy growth is attributed to no expectation of customer growth, the fact that residential
household consumption has declined in recent years throughout the United States due to energy efficiency
and conservation efforts, and that we assume no growth of industrial energy sales. Low to even negative
growth projections are not uncommon in the industry today.

summer internal system demands are projected to decline slightly for the next ten years. Summer demands
have been declining over the last ten years, resulting in a rising load factor. GDS projects load factor to rise
slightly over the forecast horizon, resulting in a peak demand that declines by 1 MW through 2027, reaching
106 MW. Winter peak demands, conversely, are projected to rise at a pace higher than energy requirements
growth, increasing by 0.4% per year from 2017 to 2027, to a level of 97 MW. Growth in winter demand is due
primarily to continued increases in the market shares of electric heating? and electric water heating. Over the
last 20 years, winter peak demand has increased at 0.2% per year. as indicated by data from the US Census
Bureau,

HMPL has historically been a summer peaking system with summer peaks being approximately 25% higher
than winter peaks. The system is projected to remain a summer peaking system throughout the next ten years,
However, by 2027 the summer peak demand is expected to only be 10% higher than the winter peak demand.

Table 1: Summary of Load Forecast

2007 690,270 1750  63.0% 1010 78.0%

2012 622,254 2.1% 1150 1.7% 61.8% 89.0 25%  798%
2017 626,016 01% 1073 1.4% 66.6% 930 0.9% 76.8%
2022 627,384 00% 1067 01% 67.4% 957 06% 74.8%
2027 630,441 0.1% 106.4 .01% 67.6% 968  0.2% 74.4%

Detailed tables and charts depicting the load forecast are provided in the following pages. Monthly projections
of energy and demand are provided in the Appendix.

! With a high percentage of industrial energy sales, HMP&L's forecast is particularly sensitive to the assumption of
no industrial growth. See Section 2 regarding assumptions for further information.

2 US Census Bureau
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ESuammel

VI ) : (MW ] ; ot . MW, i | ; il "‘“
1997 603,213 a7 500% 890  71a%
1998 | 634060 51% 1180 29% _ 613% 880 1a% 823
1999 660,258 a1% 1230 42% 61.3% 920 | 45% 81.9%
2000 | 659,000  -02% 12320 00%  612% 90 43% 78.4%
2001 643,295 2.4% 1190  33% 617% 950 0% 773%
2002 | 673932 48% 1240 42% 620% 930 21% 82.7%
2005 62572 s76 1210 2a%  soa 020 % 70
2006 | 679,204 8.1% 1200 08%  6as% 960 43% 80.8%
205 | 67000 1a% 1240 33% &% 80 21% 500
206 | 73114 20% 1220 6% &% 980 oo% 8%
000 | 6270 25% 1250 2% 0% 1010 3% 780%
2008 | es8si7 4w 110 asw ok 2%
2009 | 588,663 -10.6% 1110 67% 50%  707%
2010 643,103 92?‘5 - _]_.17_.0 ~ 54% x : _UD% _713%
2011 622,844 3.2% 1130 34% 11% 75.6%
2012 622,254 01% 1150 18% 53%  79.8%
2013 617,149 -0.8% 108.0 6.1% 1% 78.3%
< 20111 - 539,295 3.6%. 103.0__ B D\D%_ ) _6?.55'5 ) 1020 . 1‘3,3% = 715%
2005 | 62508 2a% 1090 0% 655% 1000 20%  714%
2018 624,347 DA% '_107.0 - -1.8% 66.6% 94.0 N .-_6.0% _ 75.8%
2017+ 622,299 03% 93.0 11% 76.4%
Nz‘::” 626,016 0.6% 107.3 66.6% 93.0 0.0% 76.8%
008 | 626383 0% 1073 01% 66w 950 22% 752
2019 626,864 04w 1072 01%  667% 952 02%  75a%
2020 626,765  0.0% 107.0 0.2% 66.9% 954 0.1% 75.0%
2021 | 627,012 00% 1068 0.1% 67.0% 955 - 0.2% 74.9%
2022 627,384 0.1% 106.7 C0a%  67a% 957 02%  748%
2023 627,835 0% 106.6 01%  672% 958  02%  747%
2024 628,348 01% 1065 0.1% 67.3% 9.1  02%  746%
2025 628,950 01% 1065 01% 674% %63  02% 745%
2026 629,666  01% 1064 00%  675% 965 02%  745%
007 | 630441 01k 1064 0.0% 61.6% %68 o 744
97-02 2.2% 16% 0.9%
0207 0.5% | 02 L am
07-12 21% -17% 25%
2 oax | EVT I B
17.22 0.0% 04% - 0.6%
22-27 0.1% 0.1% 0.2%

* 2017 represents actual data for January through June and projected data for July through December,
** Represents weather normalized 2017 projections.

Prepared by (1)
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The forecast is based on a series of assumptions and inputs including assumptions about weather, economic
activity, and assumptions specific to the HMPL system including household equipment characteristics,
residential price, and industrial activity, This section of the report provides the major assumptions included in
the models prepared by GDS to project energy and demand requirements for HMPL.

| WEATHER
Henderson is located in northwest Kentucky, situated along the Ohio River. The area is in a humid subtropical
climate characterized by hot, humid summers and generally mild to cool winters. Average annual rainfallin the
Henderson area, 45 inches, is slightly higher than the US average of 39 inches. Sunny days comprise about 55%
of days in a typical year, with high temperatures in July averaging 88°. The January low temperature averages
25°, and the city averages 6” of snowfall per year.

To represent weather conditions in the area, GDS used Heating Degree Days (“HDD”) and Cooling Degree Days
(“CDD”") from Evansville, Indiana. Henderson is located 10 miles south of Evansville. The degree days are
computed on a base average temperature of 65°. The forecast assumes normal weather based on twenty-year
average degree days ending June 2017.

Table 2: Weather Data (Evansville, IN)

ECONOMY
Economic projections were obtained from Woods & Poole
1997 4,901 1,119 Economics, Inc (“W&P"). Economic projections are provided
i by W&P for each county in Kentucky, but not for the
1398 3848 e S Henderson city limits itself. Caution must be used when
1999 4,149 1,284 using county-level economic projections to represent
2000 4,710 1,289 economic activity for a city with defined boundaries. Often,
2001 4,233 1377 cities are more developed than outlying county territories,
2002 il 4J4.10 1,?37 meaning household and population growth might be driven
- - more by rural parts of the county rather than the major cities
2003 4,329 1,143 in the county. However, for the HMPL forecast, GDS only
2004 4,253 1,269 used household income, people per household, and retail
2005 4,320 1,544 sales as key economic drivers in the model. These growth
2006 4,044 1,342 rates for these variables are likely to be consistent enough
e ‘ between the county and city that GDS did not adjustment
SLl - %153 i the W&P projections. The following summarizes the
2008 4690 1421 economic projections:
2009 4,413 1,281 . Real household income is projected to grow by
2010 4,676 1,904 1.5% per year from 2017 through 2027. This is higher than
2011 4,195 1,616 the average growth rate of the prior ten years of 1.2% per
: year.
2 o DAE e ° People per household will remain consistent over
2013 4,712 1,467 the forecast horizon, dropping from 2.32 to 2.31 persons per
2014 4,930 1,477 household. This metric has been declining in the last ten to
2015 4067 1579  twenty years throughout the country due to generational
patterns in marriage and starting families. In Henderson, the
2015 2870 0L average people per household declined from 2.37 to 2.32
. ‘ from 2007 to 2017.
Normal 4,288 1,519
AT Freporeo by
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Realretail sales in the county grew by an average rate of 0,7% per year from 2007 to 2017. The forecast
shows a slight uptick in growth, projecting growth of 0.9% per year for the next ten years.

Inflation, as measured by the Purchase Consu mption Expenditure deflator, is expected to average 1.4%
per year over the next ten years.

Residential price elasticity of demand is assumed to be -0.2%, consistent with studies GDS has
performed for distribution cooperative utilities in and around Kentucky.

Residential household income elasticity is assumed to be 0.1%.

Residential household size elasticity is assumed to be 0.2%.

SYSTEM SPECIFIC ASSUMPTION
Several assumptions are made specific to the HMPL system specifically.

The total number of customers served by HMPL has been flat since 2013. The GDS model projects
total energy sales, and the model specification implicitly assumes little to no customer growth over
the next ten years.
Nominal residential price of electricity will grow at the rate of inflation.
Average electric heating and air conditioning efficiencies will track the projections made by the Energy
Information Administration (“EIA”) in their Annual Energy Outlook. The EIA performs a detailed
evaluation of average equipment efficiencies in service throughout the United States and models
changes in efficiency due to vintaging of equipment and Federal standards and codes.

O Average system heating HSPF will increase from 8.58 to 9.39 from 2017 to 2027.

©  Average cooling SEER will increase from 14.37 to 16.31 from 2017 to 2027,
Air conditioning market share is consistent with end-use saturation data that GDS has collected for
areas in and around Henderson. Central AC saturation is assumed to be just over 90% and remain fairly
constant for the next ten years.
Electric heating saturation is based on American Community Survey (“ACS”) data collected by the US
Census Bureau. The ACS indicates that 40% of homes has electric heat as the primary heating fuel in
Henderson in 2010. The percentage increased to 52% by in 2015, according to the same data source.?
GDS assumes a slower rate of growth in electric heating market share, reaching 53% by 2027.
GDS assumes that approximately 22% of energy requirements will be sold to residential consumers
and 21% to commercial consumers.
We assume no growth in industrial energy sales into the future. Qur forecasting practice is to only
include industrial growth for known and measurable changes for existing customers, or new customers
that have contracts or have requested service.

* The 2015 estimate based on ACS data compares favorably to a 2017 estimate based on data provided by HMPL.

Prepared by
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Statistically adjusted end-use (“SAE") models were developed to forecast total system energy and peak
demand requirements. SAE models combine the benefits of end-use models and multiple regression based
econometric models,

Asingle model was developed to forecast total system energy sales; however, weighting techniques were used
to represent the residential, commercial, and industrial components of total requirements. Factors impacting
residential sales were quantified through three indices representing the impacts on heating, cooling, and base
load consumption. A retail sales parameter was included to quantify impacts on commercial energy sales, and
historical industrial sales were included to measure the impacts of that class on total system sales. The model
developed to forecast peak demand was based on the same model specification.

The variables specified in both models are described below. The models are based on 20 years of history and
were developed using monthly data.

e Residential Cooling Index — this variable represents the impacts of air conditioning on residential
consumption, It incorporates AC market share, AC efficiency, CDD, home size, household size,
household income, and price of electricity, The variable is also weighted by the assumed share of total
energy expected to be derived from the residential class.

¢ Residential Heating Index - this variable represents the impacts of electric heating on residential
consumption, It incorporates electric heat market share, appliance efficiency, HDD, home size,
household size, household income, and price of electricity. The variable is also weighted by the
assumed share of total energy expected to be derived from the residential class.

e Residential Base Index — this variable represents the impacts of all other appliances on residential
consumption. It incorporates assumed impacts from water heating, refrigeration, washing and drying,
dishwashers, TVs, computers and other miscellaneous electric devices.

¢ Commercial Weighted Retail Sales —this variable represents growth in commercial energy and demand
requirements as being driven by changes in retail sales in the area. The variable is simple the retail

sales projection from W&P weighted by the assumed share of commercial sales.

* Industrial Index — the industrial index is simply the industrial energy sales expressed on a monthly
basis. In the future, the variable is held constant to reflect no growth in industrial sales.
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Table 3: Energy Model Regression Output

Regression Statistics
Multiple R 0.9988
R Square 0.9975
Adjusted R Square 0.9933
Standard Error 2,710.3
Mean Absolute % Error (MAPE) 3.8%
Observations 246
ANOVA
df SS MS F Significance F
Regression 5 711,844,990,669 142,368,998,134 19,381 0
Residual 241 1,770,378,308 7,345,968
Total 246 713,615,368,977
Coefficients  Standard Error tStat P-value Lower 95%  Upper 95%
R_COOL 25,456.7888 982.55 25.91 1.301E-71 23,521.3 27,392.3
R_HEAT 12,267.8951 1,119.77 10.96 6.242E-23 10,062.1 14,473.7
R_BASE 9,735.9704 1,831.58 5.32 2.422E-07 6,128.0 13,3439
C_RETSALE 98.8002 3.14 31.43 3.217e-87 92.6 105.0
IND 0.8004 0.05 15.60 2.197E-38 0.7 0.9
Table 4: Demand Model Regression Qutput
Regression Statistics
Multiple R 0.9978
RSquare 0.9955
Adjusted R Square 0.9913
Standard Error 6.6
Mean Absolute Percent Error (MAPE) 5.3%
Observations 246
ANOVA
df 55 MS F Significance F
Regrassion 5 2,370,094 474,018 10,744 5.9405E-280
Residual 241 10,632 44
Total 246 2,380,726
Coefficients  Standord Error tStat P-value Lower 95%  Upper 95%
R_COOL 47.0067 2.41 15,52 1.542E-51 42.3 51.7
R_HEAT 7.7170 2.74 2.81 5.327e-03 2.3 13.1
R_BASE 17,3805 4.49 3.87 1.390E-04 8.5 26.2
C_RETSALE 0.1843 0.01 23.93 1.337E-65 0.2 0.2
IND 0.0016 0.00 12.38 1.448E-27 0.0 0.0
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54,102 . 8.7% 94.0 87.9%

2016 1
2016 "3 49,321 7.9% 9010 85.0%
2016 3 48,876 7.8% 81,0 75.7%
2016 4 47,12 7.5% 85.0 79.4%
2016 5 49,283 7.9% 910 85.0%
2016 6 57,962 9.3% 106.0 99.1%
2016 7 57,429 9.2% 107.0 100.0%
2016 8 60,323 9.7% 105.0 98.1%
2016 9 53,426 8.6% 103.0 96.3%
2016 10 49,147 - 7.9% 91,0 85.0%
2016 11 45679 7.3% 80.0 74.8%
2016 12 51,675  8.3% 93.0 86.9%
2017 1 52,256 8.4% 92.0 85.8%
2017 2 45,844 7.4% 85.0 79.2%
2017 3 49,549 8.0% 85.0 79.2%
2017 4 46,048 7.4% 83.0 77.4%
2017 5 50,829 8.2% 94.0 87.6%
2017 6 55,428 8.9% 105.0 97.9%
2017 7 59,529 9.6% 107.3 100.0%
2017 8 58,844 9.5% 1061 98.9%
2017 9 52,336 8.4% ‘ 94.3 _ 87.9%
2017 10 49,019 7.9% 86.6 80.7%
2017 11 49,931 8.0% 85.6 79.8%
2017 12 52,685 8.5% 91.3 85.1%
2018 1 52,756 8.4% 95.0 88.5%
2018 2 50,838 8.1% 93.0 86.6%
2018 3 49,901 8.0% 93.4 87.0%
2018 4 48,138 7.7% 86.2 80.3%
2018 5 50,295 8.0% 91.5 85.2%
2018 6 55,653 8.9% 101.8 94.8%
2018 7 58,765 9.4% 107.3 100.0%
2018 8 58,099 9.3% 106.2 98.9%
2018 9 51,774 8.3% 94.6 88.1%
2018 10 48,561 7.8% 87.0 821.0%
2018 11 49,456 7.9% 86.0 80.1%
2018 12 52,147 8.3% 951 88.6%
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52,813 . 8.4% 95.2 o 88.8%

2019 1

2019 2 50,914 8.1% 93.2 87.0%
2019 3 49,988 8.0% 93.6 87.3%
2019 4 48,239 7.7% 86.4  80.6%
2019 5 50,355 8.0% 916 85.5%
2019 6 55,620 8.9% 101.7 94.9%
2019 7 58,683 9.4% 107.2 100.0%
2019 8 58,028  9.3% 106.0 98.9%
2019 9 51,806 8.3% 94.6 88.3%
2019 10 48,657 7.8% 87.2 81.3%
2019 11 49,548 7.9% 86.2 80.4%
2019 12 52,210 8.3% 95.2 88.8%
2020 1 52,823 8.4% 95.4 89.1%
2020 2 50,946 8.1% 934 87.3%
2020 3 50,026 8.0% 93.8 87.6%
2020 4 48,200 7.7% 86.6 80.9%
2020 5 50,365 8.0% 917 85.7%
2020 6 55,543 8.9% 1016 94.9%
2020 7 58,557 9.3% 107.0 100.0%
2020 8 57,912 9.2% 105.8 98.9%
2020 9 51,790 8.3% 94.6 88.4%
2020 10 48,700 - 7.8% 87.3  81.6%
2020 11 49,589 7.9% ' 86.3 80.7%
2020 12 52,223 8.3% 954 89.1%
2021 1 52,861 8.4% 95.5 89.4%
2021 2 51,003 8.1% 93.6 87.6%
2021 3 50,091 8.0% 94.0 87.9%
2021 4 48,367 7.7% 86.7 81.2%
2021 5 50,405 8.0% 91.7 85,9%
2021 6 55,499 8.9% 101.5 95.0%
2021 7 58,467 9.3% 106.8 100.0%
2021 8 57,832 9.2% 105.7 98.9%
2021 9 51,303 8.3% 947 88.6%
2021 10 48,769 7.8% 87.4 81.9%
2021 11 49,654 7.9% 86.5 80.9%
2021 12 52,261 8.3% 95.6 89.4%
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52,908 8.4% 85.7 89.7%

2022 1

2022 2 51,066 81% 93.8 87.9%
2022 3 50,163 8.0% 942 88.2%
2022 4 48,452 7.7% 86.9 81.4%
2022 5 50,455 8.0% 918  861%
2022 6 55,469 8.8% 1015 95.1%
2022 7 58,394 9.3% 106.7  100.0%
2022 8 57,768 9.2% 1056 98.9%
2022 9 51,828 8.3% 94,7 88.8%
2022 10 48,847 7.8% 87.6 82.1%
2022 1 49,727 7.9% 86.7 81.2%
2022 12 52,308 8.3% 95.7 89,7%
2023 1 52,959 8.4% 95.9 90.0%
2023 2 51,132 8.1% 94.0 88.2%
2023 3 50,239 8.0% 94.4 88.5%
2023 4 48,540 7.7% 87.1 81.7%
2023 5 50511 8.0% 92.0 86.3%
2023 6 55,448 8.8% 101.4 95.1%
2023 7 58,333 9.3% 106.6 100.0%
2023 8 57,715 9.2% 105.5 99.0%
2023 9 51,860 8.3% 94.8 88.9%
2023 10 48,929 7.8% " 87.8 82.3%
2023 11 49,805 7.9% 86.9 81.5%
2023 12 52,363 8.3% 95.9  90.0%
2024 1 53,013 8.4% 96.1 90.2%
2024 2 51,201 8.1% 94.2 88.4%
2024 3 50,318 8.0% 94.6 88.8%
2024 4 48,630 7.7% 87.3 81.9%
2024 5 50,570 8.0% 921 86.4%
2024 6 55,436 8.8% 101.4 95.2%
2024 7 58,282 9.3% 106.5 100.0%
2024 8 57,673 9.2% 105.4 99.0%
2024 9 51,898 8.3% 94.9 89.0%
2024 10 49,016 7.8% 88.0 82.6%
2024 11 49,888 7.9% 87.0 81.7%
2024 12 52,423 8.3% 96.1 90.2%
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53,073 8.4% 96.3 90.5%

2025 1
2025 2 51,275 B.2% 94.4 . 887%
2025 3 50,402 8.0% 94.8 89.0%
2025 4 48,725 7.7% 87.5 82.2%
2025 5 50,636 8.1% 92.2 86.6%
2025 6 55,433 8.8% 101.4 95.3%
2025 7 58,243 9.3% 106.5 100.0%
2025 8 57,642 9.2% 105.4 99.0%
2025 9 51,943 8.3% 94.9 89.2%
2025 10 49,109 7.8% 88.2 82.8%
2025 11 49,977 7.9% 87.3 82.0%
2025 12 52,490 8.3% 96.4 90.5%
2026 1 53,143 8.4% 96.5 90.7%
2026 2 51,358 8.2% 94.6 88.9%
2026 3 50,496 8.0% 95.0 89.3%
2026 4 48,828 7.8% 87.7 82.4%
2026 5 50,712 8.1% 924 86.8%
2026 6 55,442 8.8% 1014 95.3%
2026 7 58,217 9.2% 106.4 100.0%
2026 8 57,624 9.2% 105.3 99.0%
2026 9 51,999 8.3% 95.0 89.3%
2026 10 49,209 7.8% 88.4 83.0%
2026 11 50,073 8.0% 875 82.2%
2026 12 52,565 8.3% 9%.6  90.8%
2027 1 53,219 8.4% 96.8 91.0%
2027 2 51,445 8.2% 94.9 89.2%
2027 3 50,593 8.0% 95.2 89.5%
2027 4 48,935 7.8% 87.9 82.6%
2027 5 50,792 8.1% 925 87.0%
2027 6 55,458 8.8% 101.5 95.4%
2027 7 58,199 9.2% 1064 100.0%
2027 8 57,614 9.1% 105.3 99.0%
2027 9 52,059 8.3% 95.2 89.5%
2027 10 49,313 7.8% 88.6 83.2%
2027 11 50,172 8.0% 877 82.4%
2027 12 52,643 8.4% 96.6 90.8%
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Item 25) Please refer to the Direct Testimony of Brad Bickett, page 15, line 3.

a. Provide a detailed listing of the MISO Fees that Henderson has paid (either
directly or indirectly) since February 1, 2019.

b. Provide all communications concerning the ending of the MISO Contingency
Reserve Sharing Group Agreement, and any plans Henderson was making to meet its
contingency reserve requirements in anticipation of the MCRSG dissolving.

Response)  Henderson objects to this request on the grounds the referenced testimony does
not provide a basis for the subparts and Henderson is unable to determine with certainty the
information Big Rivers is requesting. Henderson further objects to this request on the grounds it
requests information not relevant to this proceeding and not reasonably calculated to lead to the
discovery of admissible evidence. The MISO fees applicable to Henderson since the retirement
of Station Two are unrelated to the fees that would have been applicable to Henderson prior to
plant retirement if Henderson had been properly registered in MISO and/or had been a MISO
Market Participant. Without waiving these objections, Henderson confirms that Henderson has
paid all MISO fees properly invoiced to Henderson since February 1, 2019. Additionally,
Henderson does not possess any of the communications requested in Item 25(b) and did not have
plans to meet a contingency reserve requirement, as Henderson was not registered as a Balancing
Authority at the time and thus no contingency reserve requirement applied to Henderson.

Witness) Brad Bickett

Page 36 of 64
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Item 26) Regarding the registration of Station Two as a MISO generation resource in
2010:

a. Confirm that Henderson did not object to Big Rivers registering the Station
Two units in MISO but that Henderson’s preference was to register Station Two as a split
facility rather than as a single facility.

b. Quantify the difference in cost to Henderson of registering Station Two as a
split facility rather than as a single facility for each year from 2010 through 2019.
Response)  a. Please see email from Gary Quick to Cheryl A. Bredenbeck dated May 27,
2010, and attached to Henderson’s response to Item 1 of the Commission Staff’s First Request
for Information to Henderson.

b. Henderson does not have information pertaining to any difference between
the cost of registering a “split facility” in MISO and the cost of registering a “single facility” in
MISO. However, Henderson is aware that Market Participants for properly registered generation
assets receive various forms of MISO revenue in connection with those generation assets.

Witness) Brad Bickett

Page 37 of 64
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Item 27) Please refer to the Direct Testimony of Brad Bickett, page 6, lines 2-3.
Specifically identify each and every MISO-related issue Big Rivers did not bring to
Henderson’s attention until 2017. For each issue identified, provide all correspondence,
studies, analyses, and other Documents related to such issue.

Response)  As a point of clarification, my reference to 2017 was intended to communicate the
approximate date when Henderson initially learned Big Rivers was in possession of data
concerning the past and future value of profitable Excess Henderson Energy in MISO.
Documentation concerning this issue is attached as Attachment 1 to this response in the form of a
series of emails between me and Mark Eacret regarding the profitable, or “in the money,” energy
which was the subject of a dispute then pending before the Henderson Circuit Court in Civil
Action No. 09-CI1-00693. Henderson is not aware of which, if any, other issues related to Station
Two - as opposed to Henderson’s load — were not brought to Henderson’s attention.

Witness) Brad Bickett

Page 38 of 64



Brad Bickett

From: Brad Bickett

Sent: Wednesday, May 3, 2017 4,01 PM
To: Eacret, Mark J

Subject: RE: Contact Information

Marle,

We have looked at the forward pricing curves, but have not performed an analysis at this point.

Brad Bickett

Reliability Compliance Manager

Henderson Municipal Power & Light (HMP&L)
100 Fifth Street, Henderson, KY 42420
Phone: (270) 826-2726 Fax: (270) 826-9650

From: Eacret, Mark ] [mailto:Mark.Eacret@bigrivers.com]
Sent: Wednesday, May 03, 2017 3:34 PM

To: Brad Bickett

Subject: RE: Contact Information

Brad,
| meant to ask you about the forward-looking part of your analysis:

1. Bob mentioned that you had an IndyHub forward curve. Is that what you used, or did
you adjust it to get to Station Two prices?

2. How did you shape the monthly forward prices to get to daily or hourly prices?

3. Did you use “Reservation — Load” as opposed to “Exhibit A”?

4. Did you use the same “in-the-maney day” approach that you used for the historical?

We did the forward-looking part using a production cost model called Plexos. If you could give
me your production cost estimates, we could try to run it with those numbers and
“Reservation — Load”.

From: Eacret, Mark J

Sent: Wednesday, May 03, 2017 3:17 PM

To: 'bbickett@hmpl.net' <bbickett@hmpl.net>
Subject: Contact Infarmation

Brad,
Case No. 2019-00269

Attachment 1 to BREC 1-27

Here is my contact information.
! Pages 20



Mark J. Eacret

Vice President Energy Services
Big Rivers Electric Corporation
Office — 270.844.6126

Cell - 636.579.8740

Big Rivers

Yiner Tomchomome Tnenn’ Lsupeintiny -"n*-



Brad Bickett
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From: Brad Bickett

Sent: Friday, May 5, 2017 1:20 PM

To: Eacret, Mark J

Subject: RE: July09-Feb17 DA HMPL vs DA MISO System Avg.xlsx
Mark,

On another subject, | am looking for information about the requirements for generation capacity and reserve margin
pertaining to HMP&L demand in MISO. Would you be able to discuss this information or direct me to someone?

Brad

From: Eacret, Mark J [mailto:Mark.Eacret@bigrivers.com)

Sent: Friday, May 05, 2017 10:54 AM

To: Brad Bickett

Subject: FW: July09-Feb17 DA HMPL vs DA MISO System Avg.xlsx

Brad,

One of the differences between our calculations and yours for 2009-2017 was the market
price used. We used the Station Two price while you used a MISO system average. We
compared the two and found that they are pretty close. The Station Two price is a little over
1% higher on average over the period that we examined.

I've attached the raw data.

From: Tutor, Elizabeth

Sent: Friday, May 05, 2017 10:14 AM

To: Eacret, Mark ) <Mark.Eacret@bigrivers.com

Subject: July09-Feb17 DA HMPL vs DA MISO System Avg.xlsx

Here is the price comparison. HMP1 DA LMPs are slightly higher than the MISO system Average. | have a separate file of
the Hub prices that make up the system average if you want to see that let me know.

Thanks,
Elizabeth



Brad Bickett
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From: Eacret, Mark J <Mark Eacret@bigrivers.com>

Sent: Monday, May 8, 2017 7:04 AM

To: Brad Bickett

Cc: Berry, Bob

Subject: Book3 {002).xlsx

Attachments: Book3 {002).xlsx

Brad,

Attached is BREC's calculation of the value of in-the-money EHE from July of 2009 through
February of 2017. There are a few differences from your approach:

1. BREC tested each hour against variable cost, as opposed to your approach testing
against each day.

2. BREC used the MISO market price at Station Two, rather than the MISO system average
price that you used. (I sent you a comparison of the two price points last week).

3. The BREC spreadsheet values all EHE in columns A-E and in-the-money EHE in columns
F-K.

This is a summary page. There will be someone available at Wednesday’s meeting to discuss
in more detail.

Mark

The infarmation contained in this fransmission is intended only for the person or entity lo which it is directly addressed or capied. It may contain material of
confidential and/cr private nature. Any review, relransmission, dissemination or other use of, or taking of any action in reliance upan, this information by persons or
enlities ather than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please conlact the sender and
delele the material from your/any storage medium.



Brad Bickett
m

From: Eacret, Mark J <Mark,Eacret@bigrivers.com>
Sent: Monday, May 8, 2017 7.08 AM

To: Brad Bickett

Cc; Berry, Bob

Subject: Book2 (003).xlsx

Attachments: Book2 (003).xlsx

Brad,

Attached is BREC's calculation of the value of in-the-money EHE from April ‘17 through
December of 2023. There are a couple of differences between the approach here and the
approach in the 2009-2017 calculation:

1. We are using an estimate of BREC's production cost, rather than Henderson’s
2. We are using the “Exhibit A” approach, rather than the “Reservation — Load” approach

This is a summary spreadsheet. We will have someone available to discuss the detail on
Wednesday.

Mark

The information contained in this transmission is intended only for the person ar entity to which it is directly addressed or copied. It may cenlain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by parsons or
enlities other than lhe intended recipient is not allowed. If you receive this message and the infarmation contained therein by error, please contact lhe sender and
delete the material from your/any storage medium.



Brad Bickett
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From: Eacret, Mark ) <Mark.Eacret@bigrivers.com>

Sent: Monday, May 8 2017 9:45 AM

To: Brad Bickett

Ce; Berry, Bob; Parsley, Marlene

Subject: FW: HMPL Issues briefing book chapter on Capacity Shortage

Attachments: Station Two Capacity Sales Revenue PY 13_14 thru 17_18.xIsx; HMPL Capacity Requirements

summary as of 2017_2018.docx

Brad,

Attached are some documents addressing your question from last week on MISO capacity
requirements.

The spreadsheet compares Henderson’s MISO capacity requirements and its capacity
resources beginning with the 2013 planning year. There was no MISO capacity auction prior to
that planning year, so determining a market price for the 2011 and 2012 planning years would
be subjective.

The word document walks through the MISO requirements and calculations associated with
the 2017/2018 planning year as an example.

We'll have someone at our Wednesday meeting that can walk through the detail and any
questions that you have,

Mark



Brad Bickett
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From: Brad Bickett

Sent: Tuesday, May 9, 2017 3:24 PM

To: Eacret, Mark |

Cc: Ken Brooks

Subject: RE: 2009 to 2017 EHE Calculations and 2017-2023 EHE Calculations

Attachments: Station two energy - July 17 2009 Feb 2017 4-24-17 pdf

Mark,

Attached is a PDF copy of the data that | put together. If you need anything else, just let me know.

Brad

From: Eacret, Mark J [mailto:Mark,.Eacret@bigrivers.com]

Sent: Tuesday, May 09, 2017 3:03 PM

To: Brad Bickett

Cc: Ken Brooks

Subject: RE: 2009 to 2017 EHE Calculations and 2017-2023 EHE Calculations

Brad,
Ken is welcome to participate. Please forward the invite to him.

Could you bring copies of your calculation of the 2009-2017 EHE in-the-money value? | only
have one and I've got naotes all over it.

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Tuesday, May 09, 2017 10:38 AM

To: Eacret, Mark | <Mark.Eacret@bigrivers.com=

Cc: Ken Brooks <kbrooks@hmpl.net>

Subject: RE: 2009 to 2017 EHE Calculations and 2017-2023 EHE Calculations

Mark,

| think it may be helpful if Ken Brooks would also attend this meeting. He is the Interim Power Production Director for Henderson
and | talked to him about it earlier. He is available.

Thanks,
Brad

----- Original Appointment-----

From: Vickie.King@bigrivers.com [mailto:Vickie. King@bigrivers.com] On Behalf Of Eacret, Mark J
Sent: Tuesday, May 09, 2017 8:33 AM

To: Tutor, Elizabeth; Braunecker, Duane; Brad Bickett; Parsley, Marlene

Cc: Berry, Bob; Jones, Charles

Subject: 2009 to 2017 EHE Calculations and 2017-2023 EHE Calculations

1






Brad Bickett
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From: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Sent: Tuesday, May 16, 2017 7:32 AM

To: Brad Bickett

Cc: Tutor, Elizabeth; Chris Heimgartner; Berry, Bob

Subject: RE: Henderson excess energy data - economic hourly data

Thanks, Brad

Elizabeth dropped your production costs into her model, which resulted in 1,224,292 MWh
and margins of $9,755,013. The $470K difference between her margins and yours was driven
by:

Volume — ($80K)
Price - 630K
VOM - ($80K)

Your average price is $37.15/MWh and Elizabeth’s is $36.63/MWh. We aren’t going to tie
exactly, but we might want to give the prices some thought so that we understand what is
driving the difference in the modeling. Elizabeth will send you her summary.

From: Brad Bickett [mailto:bbickett@hmpl.net)

Sent: Monday, May 15, 2017 3:25 PM

To: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Cc: Tutor, Elizabeth <Elizabeth. Tutor@bigrivers.com>; Chris Heimgartner <cheimgartner@hmpl.net>
Subject: Henderson excess energy data - economic hourly data

Mark,

From our discussion last Wednesday, see revised historical figures attached in excel and PDF. Changes include the
following:

e MISO system Day Ahead prices were replaced by the provided Day Ahead ExPost LMP prices at Station Two
generators.

* Henderson variable cost increased due to addition of average expenses for disposal, landfill, and FGD (Fiscal year
2016 amounts used for current year)

Let me know if there are any comments or questions.

Brad



Brad Bickett
_—————————— ..

From: Brad Bickett

Sent: Thursday, May 18, 2017 2:18 PM

To: Tutor, Elizabeth

Ce: Eacret, Mark J

Subject: RE: Henderson excess energy data - economic hourly data

Attachments: Station two energy - July 17 2009 March 2017 5-18-17 economic hours.xlsx
Elizabeth,

Attached is my updated summary...

o March 2017 data has been added
e Energy market administration fees are included

Note: All energy is valued at Day Ahead price and market admin fees are included with energy production cost for the
hourly test against market value.

Brad

From: Tutor, Elizabeth [mailto:Elizabeth. Tutor@bigrivers.com]
Sent: Thursday, May 18, 2017 10:16 AM

To: Brad Bickett

Cc: Eacret, Mark J; Chris Heimgartner

Subject: RE: Henderson excess energy data - economic hourly data

Hi Brad,

Attached are the MISO Market Admin Rates as well as the March DA/RT LMPs and the Generation Awards for Station
Twao.

Please let me know if you have any questions or need anything further.
Thank you,

Elizabeth R Tutor; MISO Setltlement Supervisor; Big Rivers Corporation; 201 3% Street Henderson, KY 42420
(p) 270-844-6177, (c) 270-577-3243, (1) 270-827-2101

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Wednesday, May 17, 2017 9:22 AM

To: Tutor, Elizabeth <Elizabeth. Tutor@bigrivers.com>

Cc: Eacret, Mark J <Mark.Eacret@bigrivers.com>; Chris Heimgartner <cheimgartner@hmpl.net>
Subject: RE: Henderson excess energy data - economic hourly data

Elizabeth,

Henderson production cost for March 2017 averaged $29.85 per MWh, and includes variable expenses for coal,
emissions, reagent lime, disposal, landfill, and FGD.



It will help if you can send the LMP data for March because | will not have to access each MISO daily report. Also, if you
send the MISO admin fee data, | will include that expense in my calculations.

Thank you,

Brad

From: Brad Bickett

Sent: Tuesday, May 16, 2017 1:05 PM

To: Tutor, Elizabeth

Cc: Eacret, Mark J

Subject: Re: Henderson excess energy data - economic hourly data
Elizabeth,

You are correct; |did not include admin fee. | am out of office today but will send you data for march when | get back
tomorrow.

Thank you,
Brad B

On May 16, 2017, at 11:06 AM, Tutor, Elizabeth <Elizabeth.Tutor@bigrivers.com> wrote:

Attached is my calculation summary. | think one of our price differences is that | am removing the MISO
admin fees from the MISO revenue. If you would like me to send you the MISO Admin Rates, please let
me know.

Also, since the future value of EHE analysis starts with April 2017. Could we add March 2017 so that
they line up? Please send me your Variable Cost numbers for March and | can send you the Station Two
LM Ps.

Thank you,

Elizabeth R Tutor; MISO Settlement Supervisor; Big Rivers Comporation; 201 3¢ Street
Henderson, KY 42420; (p) 270-844-6177, (c) 270-577-3243, (f) 270-827-2101

From: Eacret, Mark J

Sent: Tuesday, May 16, 2017 7:32 AM

To: Brad Bickett <bbickett@hmpl.net>

Cc: Tutor, Elizabeth <Elizabeth. Tutor@bigrivers.com>; Chris Heimgartner <cheimgartner@hmpl.net>;
Berry, Bob <Bob.Berry@bigrivers.com>

Subject: RE: Henderson excess energy data - economic hourly data

Thanks, Brad



Elizabeth dropped your production costs into her model, which resulted in
1,224,292 MWh and margins of $9,755,013. The $470K difference between her
margins and yours was driven by:

Volume — (S80K)
Price - 630K
VOM - (S80K)

Your average price is $37.15/MWh and Elizabeth’s is $36.63/MWh. We aren’t
going to tie exactly, but we might want to give the prices some thought so that we
understand what is driving the difference in the modeling. Elizabeth will send you
her summary.

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Monday, May 15, 2017 3:25 PM

To: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Cc: Tutor, Elizabeth <Elizabeth. Tutor@bigrivers.com>; Chris Heimgartner <cheimgartner@hmpl.net>
Subject: Henderson excess energy data - economic hourly data

Mark,

From our discussion last Wednesday, see revised historical figures attached in excel and PDF. Changes
include the following:

°  MISO system Day Ahead prices were replaced by the provided Day Ahead ExPost LMP prices at
Station Two generators.

e Henderson variable cost increased due to addition of average expenses for disposal, landfill,
and FGD (Fiscal year 2016 amounts used for current year)

Let me know if there are any comments or questions.

Brad

<July 2009-Feb2017 Economic EHE Resv-Load using HMPL variable cost v2 - Summary
Only.xlsx>



Brad Bickett
H

From: Tutor, Elizabeth <Elizabeth. Tutor@bigrivers.com>

Sent: Thursday, May 18, 2017 10:16 AM

To: Brad Bickett

Cc: Eacret, Mark J; Chris Heimgartner

Subject: RE: Henderson excess energy data - economic hourly data

Attachments: July 2009 - March 2017 MISO Market Admin and Schedule 24 Rates.xlsx; March 2017 DA RT LMPs

and Gen Awards.xlsx

Hi Brad,

Attached are the MISO Market Admin Rates as well as the March DA/RT LMPs and the Generation Awards for Station
Two,

Please let me know if you have any questions or need anything further.
Thank you,

Elizabeth R Tutor; MISO Settlement Supervisor; Big Rivers Corporation; 201 3 Street Henderson, KY 42420;
(p) 270-844-6177, (c) 270-577-3243, (f) 270-827-2101

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Wednesday, May 17, 2017 9:22 AM

To: Tutor, Elizabeth <Elizabeth.Tutor@bigrivers.com>

Cc: Eacret, Mark J <Mark.Eacret@bigrivers.com>; Chris Heimgartner <cheimgartner@hmpl.net>
Subject: RE: Henderson excess energy data - economic hourly data

Elizabeth,

Henderson production cost for March 2017 averaged $29.85 per MWh, and includes variable expenses for coal,
emissions, reagent lime, disposal, landfill, and FGD.

It will help if you can send the LMP data for March because | will not have to access each MISO daily report. Also, if you
send the MISO admin fee data, | will include that expense in my calculations.

Thank you,

Brad

From: Brad Bickett

Sent: Tuesday, May 16, 2017 1:05 PM

To: Tutor, Elizabeth

Cc: Eacret, Mark ]

Subject: Re: Henderson excess energy data - economic hourly data

Elizabeth,



You are correct; | did not include admin fee. | am out of office today but will send you data for march when | get back
tomorrow.

Thank you,
Brad B

On May 16, 2017, at 11:06 AM, Tutor, Elizabeth <Elizabeth.Tutor@bigrivers.com> wrote:

Attached is my calculation summary. | think one of our price differences is that | am removing the MISO
admin fees from the MISO revenue. If you would like me to send you the MISO Admin Rates, please let
me know.

Also, since the future value of EHE analysis starts with April 2017. Could we add March 2017 so that
they line up? Please send me your Variable Cost numbers for March and | can send you the Station Two
LMPs.

Thank you,

Elizabeth R Tutor; MISO Settlement Supervisor; Big Rivers Corporation; 201 39 Street
Henderson, KY 42420, (p) 270-844-6177, (c) 270-577-3243, (f) 270-827-2101

From: Eacret, Mark J

Sent: Tuesday, May 16, 2017 7:32 AM

To: Brad Bickett <bbickett@hmpl.net>

Cc: Tutor, Elizabeth <Elizabeth.Tutor@bigrivers.com>; Chris Heimgartner <cheimgartner@hmpl.net>;
Berry, Bob <Bob.Berry@bigrivers.com>

Subject: RE: Henderson excess energy data - economic hourly data

Thanks, Brad

Elizabeth dropped your production costs into her model, which resulted in
1,224,292 MWh and margins of $9,755,013. The $470K difference between her
margins and yours was driven by:

Volume — ($80K)
Price - 630K
VOM - (S80K)

Your average price is $37.15/MWh and Elizabeth’s is $36.63/MWh. We aren’t
going to tie exactly, but we might want to give the prices some thought so that we
understand what is driving the difference in the modeling. Elizabeth will send you
her summary.

From: Brad Bickett [mailto:bbickett@hmpl.net]
Sent: Monday, May 15, 2017 3:25 PM







Brad Bickett
e eSS ————— —— — — ——— — — —— — —— — —  ——  ———— — ———— ——————— S

From: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Sent: Monday, June 5, 2017 2:15 PM

To: Brad Bickett

Subject: RE: HMPL Issues briefing book chapter on Capacity Shortage

Understood, thanks

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Monday, June 05, 2017 2:09 PM

To: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Subject: RE: HMPL Issues briefing book chapter on Capacity Shortage

Yes.. However, | have not verified any of the capacity figures.

Brad

From: Eacret, Mark J [mailto:Mark.Eacret@bigrivers.com]

Sent: Monday, June 05, 2017 2:04 PM

To: Brad Bickett

Subject: RE: HMPL Issues briefing book chapter on Capacity Shortage

Thanks, Brad

So the SEPA reference isn’t to all years, just the year (Planning Year 14/15) in which MISO
didn’t allow us to count SEPA for resource adequacy?

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Monday, June 05, 2017 1:54 PM

To: Eacret, Mark ) <Mark.Eacret@bigrivers.com>

Subject: RE: HMPL Issues briefing book chapter on Capacity Shortage

Mark,

Sorry for the delayed response. In regard to the spreadsheet comment on capacity cost, (Bilateral Agreement) that was
a reference to Section 2.2 of the System Reserves Agreement. On the question about SEPA capacity, although it was not
compensated by MISO in the voluntary annual planning resource auction, SEPA was firm capacity available to and used
by HMP&.L for the purpose of resource adequacy. Let me know if you have any other questions, and feel free to give me
a call if you want to discuss.

Brad
270-724-0850

From: Eacret, Mark ] [mailto:Mark.Eacret@biqrivers.com]

Sent: Wednesday, May 31, 2017 8:30 AM

To: Brad Bickett

Subject: RE: HMPL Issues briefing book chapter on Capacity Shortage

1



Sure, enjoy your time off.

| know that Bob and Chris want to get these issues finalized, so if you could get back with me
as soon as you could on Monday, | would appreciate it.

From: Brad Bickett [mailto:bbickett@hmpl.net]

Sent: Wednesday, May 31, 2017 8:25 AM

To: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Subject: Re: HMPL Issues briefing book chapter on Capacity Shortage

Mark,

I am out of the office this week on vacation. | would like to get back to you on Monday about this question if that will
work for you.

Brad B

On May 31, 2017, at 8:14 AM, Eacret, Mark J <Mark.Eacret@bigrivers.com> wrote:

Brad,

We are working on reconciling some HMPL numbers that Chris gave to Bob last
Friday to ours. I'm working on the MISO capacity issue.

BREC had calculated a cost of $203K to cover HMPL’'s MISO capacity requirements
since 2013. HMPL’s number is zero. In the spreadsheet that Chris gave Bob,
there is a note that says “Bilateral Agreement”. Bob told me that Chris said that
the BREC calculations didn’t properly account for HMPL’s SEPA allocation.

The spreadsheets that we reviewed in our meeting (attached) reflected HMPL's
SEPA allocation. Can you help me with this?

Mark

From: Eacret, Mark J

Sent: Monday, May 08, 2017 9:45 AM

To: 'bbickett@hmpl.net' <bbickett@hmpl.net>

Cc: Berry, Bob <Bob.Berry@bhigrivers.com>; Parsley, Marlene <Marlene.Parsley@bigrivers.com>
Subject: FW: HMPL Issues briefing book chapter on Capacity Shortage

Brad,

Attached are some documents addressing your question from last week on MISO
capacity requirements.



The spreadsheet compares Henderson’s MISO capacity requirements and its
capacity resources beginning with the 2013 planning year. There was no MISO
capacity auction prior to that planning year, so determining a market price for the
2011 and 2012 planning years would be subjective.

The word document walks through the MISO requirements and calculations
associated with the 2017/2018 planning year as an example.

We'll have someone at our Wednesday meeting that can walk through the detail
and any questions that you have,

Mark
<Station Two Capacity Sales Revenue PY 13 14 thru 17 _18.xlsx>
<HMPL Capacity Requirements summary as of 2017_2018.docx>



Brad Bickett
_— — —— o ——————————————r—e———— ey

From: Eacret, Mark J <Mark.Eacret@bigrivers.com>
Sent: Wednesday, June 7, 2017 7:.01 AM

To: Sebourn, Michael

Ge: Brad Bickett; Tutor, Elizabeth; Berry, Bob
Subject: RE: Henderson Follow-Up Meeting

Mike,

We'll have personnel familiar with the historical view from both BREC and HMPL. Do you want
anyone available for questions on the future value?

If you come across any questions on either approach prior to Friday’s meeting, please pass
them along. We might be able to get you an answer prior to the meeting or will be prepared
to answer it by then.

Mark

From: Sebourn, Michael [mailto:Michael.Sebourn@Ige-ku.com]
Sent: Tuesday, June 06, 2017 4:.57 PM

To: Eacret, Mark J <Mark.Eacret@bigrivers.com>

Subject: RE: Henderson Follow-Up Meeting

Hi Mark,

Thanks for your message.

1. Bob Berry sent the files supporting the future value and | just replied with a request for the supporting files for
the historical view.

2. Does 9:30 Central time work for you on Friday?
3. Itwould be great if someone could walk us through the analysis. | think we understand the future value pretty

well, so we’ll probably want to focus on the historical view. But hopefully, we can get a basic understanding
from the supporting files before we come on Friday.

Mike

Michael Sebourn

Manager, Generation Planning | LG&E and KU

220 W. Main St., Louisville, KY 40202

0: 502-627-2994 [ M: 502-403-8117 | F: 502-217-2020
michael.sebourn@lge-ku.com




From: Eacret, Mark J [mailto:Mark.Facret@bigrivers.com]
Sent: Tuesday, June 06, 2017 5:15 PM

To: Sebourn, Michael <Michael.Sebourn@lge-ku.com>
Subject: Henderson Follow-Up Meeting

Mike,

| understand that you will be traveling to Henderson this Friday (6/9) to complete your review
of some calculations around Henderson Excess Energy. A few questions:

1. Do you need any additional materials for your work prior to Friday?

What time would you like to meet on Friday?

3. Would you just like to ask questions, or would you like to have someone walk you
through the analysis?

i~

Let me know what would work best for you.

Mark J. Eacret

Vice President Energy Services
Big Rivers Electric Corporation
Office — 270.844.6126

Cell - 636.579.8740
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The infarmation contained in this transmission is intended only for the person or entity to which it is direclly addressed or copied. I may contain material of
confidential and/cr private nature. Any review, retransmission, dissemination or other use of, or laking of any actlion in reliance upon, this information by persons or
entities other than the inlended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any slorage medium,.

----------------------------------------- The information contained in this trangmission is intended only for the
person or entity to which it is directly addressed or copied. It may contain material of confidential and/or private
nature, Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this
information by persons or entities other than the intended recipient is not allowed. If you received this message
and the information contained therein by error, please contact the sender and delete the material from your/any
storage medium.
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Item 28) Has Henderson ever been involved in or provided oversite of the labor costs
allocated to Station Two, including salary levels, annual increases, bargaining unit contract
negotiations, bonuses, or benefits? Please provide all Documents supporting your response.
Response)  All individuals who provided labor for Station Two were Big Rivers employees
subject to the sole discretion of Big Rivers in establishing compensation, benefits, and all other
conditions of employment. Henderson was not involved in establishing any Station Two labor
costs. Henderson’s involvement was limited to paying its proportionate share of costs in
accordance with its obligations under the terms of the Station Two contracts. Big Rivers did not
consult Henderson when considering employee compensation and benefits. Rather, Big Rivers
submitted the costs to Henderson for approval as part of the annual budget-review process.
Henderson did not knowingly approve any Station Two benefit containing severance benefits for
Big Rivers employees.

Witness) Chris Heimgartner, Barbara Moll

Page 39 of 64
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Item 29) Please explain in detail how Henderson would have satisfied the
requirements of the NERC BAL-002 if Henderson had registered Station Two separately
from Big Rivers, and provide all studies, analyses, correspondence, and other Documents
relating to the cost of satisfying such requirements.

Response)  Without Balancing Authority certification and functional registration, NERC
BAL-002 requirements did not apply to Henderson. At the time Big Rivers registered
Henderson’s generation asset without authorization, Henderson was in the process of
determining whether, and in what manner, to apply for MISO membership. Henderson had not
made a decision concerning the manner in which it would comply with NERC BAL-002

requirements in the event Henderson became a Balancing Authority. Witness)  Brad Bickett

Page 40 of 64
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Item 30) Please provide a detailed summary of how Henderson would have provided
or acquired the following services had Big Rivers not operated Station Two from May 1,
2018, through Station Two’s retirement, and all studies, analyses, correspondence, and
other Documents relating to the cost of providing or acquiring each service during that
period.

a. Power Supply

b. LBA Services

C. Meter Management Services

d. NERC requirements

e. Transmission Service
Response)  Henderson objects to this request on the grounds the request calls for speculation.
Without waiving the objection, Henderson states that it would have followed a course similar or
identical to the course it actually followed in arranging to meet the listed needs, only at a more
accelerated pace (Henderson ultimately made arrangements at a far more accelerated pace than
anticipated, as Big Rivers initially offered to continue operating Station Two through May 31,
2019. Henderson approved early retirement of Station Two only to receive notice from Big
Rivers that Big Rivers was carving Henderson out of its Local Balancing Authority Area,
contravening a course of dealing that had spanned some 50 years, i.e. the duration of the parties’
contractual relationship). Because the request is speculative, Henderson does not possess
documentation concerning the cost of the listed services if Big Rivers had not operated Station

Two until retirement. Specifically:

Page 41 of 64
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a. Henderson likely would have acquired an alternate power supply and, if
necessary, would have retained a third party to operate Station Two pending approval of any
related contracts;

b. Henderson likely would have retained a third party to perform Local Balancing

Authority (LBA) services;

C. Henderson likely would have retained a third party to perform Meter Management
services;
d. Henderson would have required the third party performing LBA or TOP services

to remain compliant with all applicable NERC requirements;
e. Henderson owns its transmission facilities and would not have been required to
make alternate arrangements for transmission service.

Witness) Brad Bickett
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Item 31)

the City of Henderson for each year during the period 2009-2019.

Response)

Witness)

Please provide any and all audited financial statements for HMP&L and for

See attached.

Barbara Moll

Page 43 of 64
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Steve Austin, Mayor

Commissioners:
Thomas E. Davis

JanM.Hite The City of Benderson

Robert N. Pruitt P.O.Box 716
Henderson, Kentucky 42419-0716

HENDERSON

Russell R. Sights, City Manager - =~ ,
William L. Newman, Jr., Assistant City Manager . /@'ﬁ wﬂ%ﬂﬁ'&wuj
Dawn S. Kelsey, City Attorney KENTUCKY HOME

Carolyn Williams, City Clerk

November 26, 2013

Honorable Mayor,
Members of the Board of Commissioners,
Citizens of the City of Henderson, Kentucky:

We present to you the Comprehensive Annual Financial Report of the City of Henderson,
Kentucky for the fiscal year ended June 30, 2013. Kentucky Revised Statute 91A.040 requires
that the City of Henderson publish, before February 1 immediately following the fiscal year, a
complete set of audited financial statements. This report is published to fulfill that requirement.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that it has
established for this purpose. Because the cost of internal control should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements.

Myriad Certified Public Accountants Group has issued an unqualified (“clean”) opinion on the
City of Henderson's financial statements for the year ended June 30, 2013. The independent
auditors' report islocated at the front of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors
report and provides a narrative introduction, overview, and analysis of the basic financia
statements. MD&A complements this letter of transmittal and should be read in conjunction
with it.

THINK HENDERSON

SHOPPING ~ SERVICES ~ DINING



Profile of the government

The City of Henderson was incorporated as a town in 1810 and as a City in 1867. Henderson
currently serves a population of 28,911 and is located in northwest Kentucky. The City has
operated under the Board of Commissioners-City Manager structure since 1966. Policy-making
and legidative authority are vested in the governing Board of Commissioners consisting of the
mayor and four commissioners, all of whom are elected at large. Commission members serve
two-year terms. The Mayor is elected for a four-year term. The Board of Commissioners
appoints the City of Henderson’s manager. The City Manager, with the approval of the Board of
Commissioners, appoints department heads.

The City of Henderson provides a full range of municipal services, including public safety
(police, fire, and emergency communications), street maintenance, sanitation, cemetery,
drainage, landfill, transit, recreation, and general administrative services. Henderson includes,
for financial reporting purposes, al entities involved in the provision of these services and for
which, in the opinion of the City, the City is financially accountable. The City is financialy
accountable for legally separate organizations if City officials appoint a voting magjority of an
organization’s governing body, and the City is either able to impose its will on that organization,
or there is potentia for the organization to provide specific financial benefits to, or to impose
financia burdens on, the City.

The City has performed a comprehensive evaluation of its financial reporting entity in
accordance with Governmental Accounting Standards Board Statement No. 14, The Financial
Reporting Entity, and based on the foregoing criteria, has included the following separate
organizations as discretely presented component units within the City’s basic financia
statements.

Henderson Municipal Power and Light (HMPL)
Henderson Water Utility (HWU)

In addition to internal controls, the City maintains budgetary controls. The objective of these
controls is to ensure compliance with legal provisions embodied in the annual appropriation and
budget ordinance approved by the Board of Commissioners. As required by Kentucky Revised
Statutes 91A.030 and 83A.150, the City Manager submits a proposed operating budget on or
before June 1% to the Board of Commissioners for the fiscal year commencing July 1. The
budget includes appropriations for expenditures and means of financing them. The level of
budgetary control (that is, the level at which expenditures cannot legally exceed the appropriated
amount) is at the departmental level within an individual fund. The City aso maintains an
encumbrance accounting system as one technique of accomplishing budgetary control.



Local economy

Henderson is located in the Evansville, IN-KY Metropolitan Statistical Area (MSA). This
geographical region covers approximately 2,367 square miles and is the 142" largest MSA in the
United States. The economy for the City of Henderson and Henderson County continues to
slowly recover from the global recession. Even though most areas of the country are still
struggling with high unemployment, depressed property values, and an increase in demands on
socia programs, the City of Henderson continues to maintain a positive economic outlook. By
reducing expenses and utilizing cash reserves, the city has been able to maintain service levels
with nominal property tax increases.

Per the U.S. Census Bureau the family medium income for the City of Henderson for the past 12
months was $52,967 which was $844 or 1.6% higher than the Kentucky family medium income
of $52,123. The estimated medium price of a single family home in the county was $101,500.
Due to its healthy economy and strong financial reserves, the City of Henderson received a credit
rating of Aa3 from Moody’s Investor Service on its 2013A general obligation bonds.

Over the past ten years, the City has experienced a strong period of economic growth and
investment. The real estate assessments have increased 35.8% or $290.2 million from $811.1
million in fiscal 2004 to $1,101.3 million in fiscal 2013. Bank deposits have increased 34.2% or
$152.5 million from $446.3 million to $598.8 million over the same ten-year period.

The City of Henderson is a member of Northwest Kentucky Forward (NWKF), an economic
development joint venture made up of the City of Henderson and four adjoining counties in the
area. NWKF markets not only the City of Henderson but also the four-county region
encompassing some 90,000 people. NWKF has four primary objectives. business attraction,
business retention, business development, and education and workforce devel opment.

Long-term financial planning and major initiatives

Genera Fund reserves increased from approximately $7.6 million at June 30, 2012 to nearly $9.5
million at June 30, 2013. The reserves consisted of cash, investments, and receivables. The
$1,852,812 increase in General Fund reserves was primarily the result of an increase in tax
collections and the reduction in personnel expenses. Tax collections increased $1,042,248 or
5.1% with growth in all three areas: property, insurance premium, and occupational taxes.
Personnel expenses were down $1,043,001 with health insurance accounting for $733,367 of the
decrease. The Genera Fund will have a cash and investment balance, net of cash due to
component units, entering the fiscal year equal to 4.6 months operating expense and transfers to
other funds. The Gas Fund's cash and investment balance will be equal to 2.4 months operating
expense. The City has exceeded its goal of establishing a balance of cash and investments equal
to 3 months worth of operating expense in General Fund and is working to meet that same goal
in the Gas Fund with arate increase under consideration by the Board of Commissioners.



For fiscal years 2004 through 2009, the Gas Fund had losses on average of $632,000. For fiscal
2010, there was a gain of $75,138 and for fiscal 2011, 2012, and 2013 the losses were $247,780,
$593,253, and $75,229 respectively. The average for the last three years was a loss of $305,421.
On May 12, 2009, the Henderson Board of Commissioners increased the monthly base rates
from $4.50 to $12.00 and the rate per 1,000 cubic feet of natural gas from $1.85 to $2.25. The
hope is that the rate increase currently under consideration will reduce the need of using Gas
reserves.

The City continues to play an active role in the Public Energy Authority of Kentucky (PEAK); a
group the City co-founded in the 1990's. Asaresult of the annual consumption during the fiscal
year, $275,121 was returned to Henderson which is an increase of $6,362 from the $268,759 that
was returned in fiscal 2012.

Staff strongly recommends that once all funds have been stabilized, the City consider “cost of
living adjustments’ in rates periodically to avoid large and excessive increases in the future.
Stagnant revenues with increasing costs of providing services is a recipe for disaster that can be
avoided (or at least mostly offset) by smaller, incremental increases that do not have significant
effects on taxpayers abilities to keep up.

For fiscal years 2010, 2011, and 2012, the City spent $6.8 million, $6.6 million, and $6.4
million, respectively, on health claims. By the end of fisca 2012 there had been an increase of
$1.5 million or 30.6% from the $4.9 million spent in 2009. During this three year period, there
were several large claims that were applied against the City’s stop loss policy.

In August 2011, the City Board of Commissioners adopted significant modifications to the City’s
health plan. In addition to higher deductibles, the program incorporates premiums for all
employees. Whereas in the past only employees hired after January 1, 2006 paid dependent or
family premiums, starting January 1, 2012 all employees pay regardiess of their hire date. The
plan requires $50 per month for employee only coverage, $100 per month for employee plus one
dependent, or $150 for employee plus family.

The plan also requires that spouses of employees who are eligible for coverage through their own
employers are ingligible for coverage under the City’s health plan unless they are enrolled in
their own employers coverage. Employees that elect to waive the City hedth insurance
coverage on themselves or on their spouse are eligible for a waiver benefit. The benefit can be
up to $2,000 per year and can be used in a flexible spending account, in a health reimbursement
arrangement, used to reduce the employee's health insurance premium, or a combination of any
two of the above options.

The plan aso increases the contributions to the HRA Plan. Each employee that meets certain
wellness criteria receive a credit in the amount of $500 for a single participant and $1,000 for a
family coverage participant in the health insurance plan. At the end of a plan year, any unused
benefitsin an HRA Plan account is carried forward for use in the subsequent year.



Finally, in July of 2012, the City changed the third party administrator to UMR which is owned
by United Hedlthcare. The City moved from a regional discounter to a national discounter with
the potential of better pricing on health care. The changes to the health insurance plan seem to
have worked. For fiscal 2013, the total health care cost dropped from $6.4 million to $5.6
million. The $801,255 equates to a savings of 12.5%.

From a capital projects aspect, 2013 was another busy year. Some projects and improvements of
note include:

Riverfront Devel opment:

The City completed the first phase of the $8.6 million riverfront improvementsin fiscal 2012. It
included a complete renovation of the Doc Hosbach Tennis Complex, the addition of restrooms
a Sunset Park, riverbank stabilization, and contribution to Henderson Water Utility for
improvements to its downtown infrastructure. Construction costs were approximately $3.4
million for the year.

Fiscal 2013 included the completion of the extension of the existing Riverwalk from Red Banks
Park to 12" Street. The project included beautiful overlooks of the Ohio River, charming
seating, and attractive passive lighting. The Kentucky Chapter of the American Public Works
Association named the Henderson Riverwalk as the “Project of the Year”. The Riverwalk also
won the “Enterprise Cities Award” from the Kentucky League of Cities for 2013. The project
was recognized for its “entrepreneurship, innovation, and excellence in local government.”

Future projects for the remaining funds will be considered and then submitted to the State of
Kentucky in fiscal 2014.

Streets and Sdewalk Improvements:

North Green River Road is currently under a rehabilitation to widen the road in order to make it
safer. This project is being done by the City of Henderson with proceeds coming from the State
of Kentucky. Preliminary engineering was done in fiscal 2013 with construction starting in
fiscal 2014.

City of Henderson and Henderson County Joint Ventures:

In 2007, the Board of Commissioners along with the Fiscal Court jointly approved the creation
of a Flood Mitigation Board to oversee the expenditure of funds dedicated to addressing the
flooding problems caused by Canoe Creek that have plagued the City for many years. $1.25
million in State funding was secured to cover costs associated with Phase | of this project. This
project was closed-out in fiscal 2012.

The City and County were awarded an additional $1.35 million to be used in Phase |1 of flood
mitigation. The grant isfrom the State of Kentucky and does require alocal match from the City



and County. It is administered by the Flood Mitigation Board. The Board is also engaged in a
“modeling” project that will allow future ideas to be tested using advanced software to see what
potential benefit these ideas might generate. For fiscal 2013, $129,847 was spent on flood
prevention projects.

In August 2008, the City of Henderson and Henderson County signed a new inter-local
agreement for the disposal of solid waste. The agreement provides for all Henderson County
residents to use the transfer station and the construction demolition and debris landfill free of
charge for permitted waste. The agreement also provides that the County make an annual lump
sum payment as its financial obligation to the City for County residents using these services and
to supplement the City’s curbside recycling program. For fiscal 2013, the County contribution
was $93,820. The term of the agreement was for an initial period of five years beginning July 1,
2008 and ending June 30, 2013. After the recent renewal, the agreement has three five year
automatic renewal options remaining.

The City of Henderson and Henderson County are also working together on the recycling
programs throughout Henderson County. The Tri-County Recycling Center handles cardboard,
aluminum, and the mulching of leaves, branches, and yard clippings. This joint venture won the
“Spirit of Kentucky Award” at the Governors Local Issues Conference. The project was noted
for its “use of creative, collaborative, and cost effective thinking to plan and implement a highly
successful project.” The Tri-County Recycling Alliance utilized $1.4 million in federal, state,
and local funds for the construction of the center.

The City of Henderson and Henderson County are looking to improving the funding options for
the emergency dispatch operations in the 911 center. The City of Henderson, Henderson
County, and Methodist Hospital have formed a committee to address the Emergency Medical
Services (EMS) needs of the community. The City of Henderson and Henderson County fund
the operations of EMS equally. The focus of this committee is to review and discuss
improvements to the ambulance service that is provided by Methodist Hospital. In fiscal 2012,
the committee decided to move an ambulance that was housed at the hospital to the Starlite Fire
Station. This saved the construction of another building and better utilized extra space at the
Starlite Station. For fiscal 2014, the committee is pushing for an increase in the state fee for
cellular service that is collected by the State and then remitted back to the local 911 center.

The City and County are working together to develop a new park in the East-end. Property was
purchased in fiscal 2013. The City has applied for a state grant to help with the development.

Capital Building Projects:

Fiscal 2013 was the first full year that the City occupied the newly constructed Fire Station #4 on
South Green Street. Vectren Corporation purchased the property where the old station was
located to be used for the installation of a 345,000-volt electrical transmission line. The new
location on South Green is a more suitable location that still provides fire protection coverage for



the industrial area while increasing coverage for residential property in the southwest area of the
community. Construction costs were approximately $1.82 million.

Downtown Infrastructur e Rehabilitation:

Henderson Water Utility (HWU) continues with its massive $42.9 million dollar set of projects.
These projects when completed will: 1) replace much of the old infrastructure in a sixteen block
gpace in the downtown area; 2) separate much of the combined wastewater and storm water
system; 3) increase the amount of wastewater processed through the installation of new gravity
sewer lines; and 4) increase the capacity and efficiency of the processing of wastewater at the
North Wastewater Plant. These projects are part of HWU'’s long term control plan as mandated
by the Environmental Protection Agency and the Kentucky Environmental & Public Protection
Cabinet.

Initial construction on the downtown phase began in July 2010 with all underground and surface
work completed at the end of caendar year 2011. Final repaving of all damaged streets was
completed during the fall of 2012. The total cost of this downtown phase is anticipated to be
$13.9 million. From 1996 through 2009, HWU spent an estimated $20 million on capital
improvements to its combined sewer system. The completion of all projects, as mandated by
Consent Judgment, is required to be no later than December 21, 2017.

Other Devel opments:

During fiscal 2013, the City successfully completed a ninth year of the World Changers program,
in conjunction with the North American Mission Board, which provided exterior renovations to
20 homes in the community.

Two new homes were constructed with CDBG and private funds. CDBG funds were aso
provided to the Shelter for Women and Children and police public services for enhanced patrols.

As part of the budget process, the staff identifies and quantifies the operational costs associated
with its capital projects and budgets resources accordingly. In addition, the budget committee
monitors the condition of all government equipment and vehicles and makes recommendations
on their replacement.

The City of Henderson maintains a vehicle replacement schedule which serves as its fleet
replacement guide over a five-year period. The fiscal year 2014 budget includes $4.6 million in
capital projects which includes $431,000 in rolling stock replacement.

During the last fiscal year, HMP& L spent $906,036 in capital improvements and replacementsin
the existing system and $3,070,255 in capital improvements and replacements of Station Two.

As with many other metropolitan areas, the economic dependency and interrelationship of the
entire region is important as evidenced by the number of nonresident workers who commute



daily to work in Henderson County and the equivalent number of Henderson County residents
who commute to work outside of the county. Consequently, economic activity in the entire
Kentucky, Indiana, and Illinois tri-state area — no matter where it occurs - is of benefit to the
Henderson local economy.

With all of the award-winning downtown improvements, the City/County collaborations, and
East end redevelopment, it is a very exciting time for the community. The citizens, businesses,
and employees of the City of Henderson have managed to endure a very trying time that not only
has affected the local economy but one that has tested the global economy.

Relevant financial policies

The City of Henderson uses a comprehensive set of financial policies. During the current year,
two of these policies were particularly relevant. The City of Henderson has a policy that requires
the adoption of a balanced annual operating budget where operating expenses may not exceed
anticipated revenues plus available unassigned fund balance. The fiscal 2013 budget was
adopted using $787,000 of unassigned fund balance. However, these funds were not needed.
The unassigned fund balance actually increased by $435,140. The reserve policy also designates
that 20% of annual surpluses be set aside for short-term payments on large vehicles and
equipment; 40% of annual surpluses be set aside for long-term payments on major building
projects or improvements; and the remaining 40% be placed in the unassigned fund balance.

Having these funds set aside has enabled the City to reserve funds for a new fire truck in fiscal
2015 and have funds available to make payments on the G.O. Series Bonds 2011A.

The second involves the reserve policy where the goa of maintaining a minimum general fund
reserve of at least one-quarter (three months) of the General Fund's operating budget was
exceeded.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Henderson for its comprehensive annual financial report (CAFR) for the fiscal year ended June
30, 2012. This was the fourteenth consecutive year that the government has achieved this
prestigious award. In order to be awarded a Certificate of Achievement, the government had to
publish an easily readable and efficiently organized CAFR that satisfied both generally accepted
accounting principles and applicable program requirements.

A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of one
year only. However, we believe that our current CAFR continues to meet the Certificate of
Achievement for Excellence in Financia Reporting Program’s requirements, and we are
submitting it to the GFOA to determineits eligibility for another certificate.



The City of Henderson also received the GFOA’s Distinguished Budget Presentation Award for
its annual budget document beginning July 1, 2012 and ending June 30, 2013. To qualify for the
Distinguished Budget Presentation Award, the government’s budget document had to be judged
proficient as a policy document, a financial plan, an operations guide, and a communications
device. The preparation of this report would not have been possible without the skill, effort, and
dedication of the entire staff of the Finance and Administration Department. We wish to thank
all government departments for their assistance in providing the data necessary to prepare this
report. Credit also is due to the Board of Commissioners for their unfailing support for
maintaining the highest standards of professionalism in the management of the City of
Henderson’s finances.

Respectfully submitted,

W '
Russell R. Sights
City ger

Robert Gunter
Finance Director
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MYRIAD v 4 i

Audit = Tax = Advisory

Knowledge you trust. People you know. Strength...in Numbers.

INDEPENDENT AUDITOR’'S REPORT

To the Honorable Steve Austin, Mayor
and the Board of Commissioners of the City
City of Henderson, Kentucky

We have audited the accompanying financia statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each magjor fund, and the aggregate
remaining fund information of City of Henderson, Kentucky, as of and for the year ended June 30, 2013,
and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonabl e assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financia statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’ sinternal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
Opinions

In our opinion, the financia statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Henderson, Kentucky, as of June 30, 2013, and the respective changes in financia position
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and, where applicable, cash flows thereof or the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of Americarequire that the management’s
discussion and analysis and budgetary comparison information on pages 15 to 29 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Henderson, Kentucky’s basic financial statements. The introductory
section, combining and individual non-mgjor fund financial statements, and statistical section are
presented for purposes of additional analysis and are not arequired part of the basic financial statements.

The combining and individual non-major fund financial statements are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining and individual non-major fund financial statements are fairly stated, in all
materia respects, in relation to the basic financia statements as awhole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

W//«u/()@ KL C

Henderson, Kentucky
November 11, 2013
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Management’s Discussion and Analysis
(Required Supplementary Information)



MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Henderson’s Management’s Discussion and Analysis provides an overview of the
City’s financial activities for the fiscal year ended June 30, 2013. It should be read in
conjunction with the transmittal |etter and the financial statements provided in this document.

Financial Highlights

e Primary Government assets exceeded liabilities by $37.4 million at the close of fiscal
2013. Of this amount, $10.8 million (unrestricted net position) may be used to meet the
City’ s ongoing obligations.

e City governmental funds reported combined ending fund balances of $39.5 million. Of
thistotal, $5.7 million is unassigned.

¢ Inthe City’s business-type activities, income from operations increased from $586,689 in
fiscal 2012 to $1,431,954 in fiscal 2013.

e The City’s General Fund ended the year with a fund balance of $9,462,886, an increase
of $1,852,812 or 24.4% from fiscal year 2012’ s balance of $7,610,074.

e In the past four years, the General Fund's fund balance has increased 79.3% from $5.3
million in 2009 to $9.5 million in 2013.

Overview of Financial Statements

This discussion and analysis provided here are intended to serve as an introduction to the City of
Henderson's basic financial statements. The City’s basic financial statements consist of three
components: 1) government—wide financial statements, 2) fund financia statements, and 3) notes
to the financia statements. This report also includes supplementary information intended to
furnish additional detail to support the basic financia statements themselves.

Government-wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City of Henderson’'s finances in a
manner similar to private sector businesses.

The statement of net position presents financial information on all of the City of Henderson’s
assets and liabilities with the difference reported as net position. Over time, increases or
decreases in the net position may serve as a useful indicator of whether the financial position of
the City of Henderson isimproving or deteriorating.

The statement of activities presents information showing how the City of Henderson's net
position changed during the most recent fiscal year. All changesin net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported for some items that will only result in cash
flows in future fiscal periods (e.g., taxes, grants, and earned but unused vacation leave).

Both of the governmenta-wide financial statements distinguish functions of the City of

Henderson that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover al or a significant
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portion of their costs through user fees and charges (business-type activities). The governmental
activities of the City of Henderson include administration, finance, mass transit, parks and
recreation, police, fire, public works, and nondepartmental. The business-type activities of the
City of Henderson include the natural gas and sanitation operations.

Government-wide financial statements include not only the City of Henderson itself (known as
the primary government) but also the legally separate Henderson Municipal Power & Light
(HMPL) and Henderson Water Utility (HWU) for which the City of Henderson is financially
accountable. Financia information for the component units is reported separately from the
financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 30-31 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City of
Henderson, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City of
Henderson can be divided into three categories. governmental funds, proprietary funds, and
fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same function
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financia statements, governmental fund financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in assessing a
government’ s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financia statements.
By doing so, readers may better understand the long-term impact of the government’ s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City of Henderson maintains eleven (11) individual governmental funds. Information is
presented separately in the governmental funds balance sheet and in the governmental funds
statement of revenues, expenditures, and changes in fund balances for the General Fund, Debt
Service Fund, and Capital Projects Fund, which are considered to be major funds. Information
from the other eight (8) governmental funds is combined into a single aggregated presentation
and shown as Nonmagjor Governmental Funds. Individual fund information for each of these
nonmajor governmental fundsis provided in the form of combining statements in the combining
and individual fund statements and schedules section of this report.
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The City of Henderson adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with
this budget.

The basic governmental fund financial statements can be found on pages 32-36 of this report.

Proprietary Funds. The City of Henderson maintains two different types of proprietary funds.
Enterprise fund are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City of Henderson uses enterprises funds to account
for its natural gas and sanitation operations. Internal service funds are an accounting device used
to accumulate and allocate costs internaly among the City of Henderson's various functions.
The City of Henderson uses interna service funds to account for the management of its self-
funded health insurance. Because this service predominantly benefit governmenta rather than
business-type functions, they have been included within governmental activities in the
government-wide financial statements.

Proprietary funds provide the same kind of information as government-wide financial statements,
only in greater detail. The proprietary fund financial statements provide separate information for
the natural gas and sanitation operations, both of which are considered to be mgor funds of the
City of Henderson. The interna service fund is presented in the proprietary fund financia
statements.

There are al'so two component units that provide electricity and water/sewer services. These two
component units (Henderson Municipal Power & Light and Henderson Water Utility) each has
its own board of directors and are enterprise funds. Each of these enterprise funds is self-
supporting and does not receive a subsidy from the General Fund.

The basic proprietary fund financial statements can be found on pages 37-39 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financia statements because those resources are not available to support the City of Henderson’s
own programs. The accounting used for fiduciary funds is much like that used for proprietary
funds.

The City of Henderson maintains three different types of fiduciary funds. The Civil Service
Pension fund is used to report resources held in trust for non-hazardous retirees and beneficiaries
that elected to participate in 1987. Police & Fire Pension fund is used to report resources held in
trust for hazardous retirees and beneficiaries that elected to participate in 1987. The Health
Reimbursement Arrangement Plan is used to help employees pay for health care expenses.

The fiduciary fund financial statements can be found on pages 40-41 of this report.
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Notes to the Financial Statements. The notes provide additional information that is necessary
to acquire a full understanding of the data provided in the government-wide and fund financia
statements. The notes to the financia statements can be found on pages 42-85 of this report.

Other Information. In addition to the basic financia statements and accompanying notes, this
report also presents required supplementary information concerning the City of Henderson's
progress in funding its obligations to provide pension and other post-employment benefits to its
employees. Required supplementary information can be found on pages 86-87 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds
are presented immediately following the required supplementary information on pensions and
other post employment benefits. Combining and individual fund statements and schedules can
be found on pages 88-100 of this report.

Government-Wide Overall Financial Analysis

As noted earlier, net position over time, may serve as a useful indicator of a government’s
financial position. In the case of the City of Henderson, assets exceeded liabilities by
$37,347,993 at the close of the most recent fiscal year.

The tables and charts on the next few pages provide a summary of the City of Henderson's
operations for the fiscal year ended June 30, 2013.

City of Hender son’s— Net Position

Governmental Activities Business-Type Activities Total

2013 2012 2013 2012 2013 2012

Current and other assets $ 44,241,815 $ 34,472,216 $ 8,448,443 $ 7,896,194 $ 52,690,258 $ 42,368,410

Capital assets 30,963,595 30,146,869 3,096,911 2,911,634 34,060,506 33,058,503
Total assets $ 75205410 $ 64619085 $ 11545354 $ 10,807,828 $ 86,750,764 $ 75,426,913
Long-termliabilities $ 39203876 $ 30933773 $ 3,450,000 $ 3450000 $ 42653876 $ 34,383,773
Other liabilities 4,689,125 6,179,771 2,059,770 1,368,555 6,748,895 7,548,326
Total liabilities $ 43893001 $ 3711354 $ 5509770 $ 4818555 $ 49402771 $ 41,932,099
Net position:

Net investment in

capital assets $ 23,527,075 $ 22,194,236 $ 2,911,911 $ 2,911,634 $ 26,438,986 $ 25,105,870
Restricted for:
Debt Service 69,605 69,424 - - 69,605 69,424
Law enforcement 79,824 78,772 - - 79,824 78,772
Unrestricted 7,635,905 5,163,109 3,123,673 3,077,639 10,759,578 8,240,748
Total net position $ 31,312,409 $ 27,505,541 $ 6,035,584 $ 5,989,273 $ 37,347,993 $ 33,494,814

By far, the largest portion of the City of Henderson’s net position (70.8%) reflects its investment
in capital assets (e.g., land, buildings, machinery, equipment, vehicles, and infrastructure), less
any related outstanding debt that was used to acquire those assets. The City of Henderson uses
these capital assets to provide a variety of servicesto its citizens. Accordingly, these assets are
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not available for future spending. Although the City of Henderson’s investment in capital assets
is reported net of related debt, it should be noted that the resources used to repay this debt must
be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

An additional portion of the City of Henderson’s net position (0.40%) represents resources that
are subject to external restrictions on how they may be used. The remaining balance of
$10,759,578 is unrestricted and may be used to meet the government’ s ongoing obligations to its
citizens and creditors.

At the end of the current fiscal year, the City of Henderson is able to report positive balances in
all reported categories of net position, both for the government as a whole, as well as for its
separate governmental and business-type activities. The same situation held true for the prior
fiscal year.

City of Henderson Net Position
June 30, 2012 and 2013

1 |

Net Investment in capital assets
M Fiscal 2013

Restricted 'i M Fiscal 2012

Unrestricted -
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The City of Henderson’s overall net position increased $3,853,179 from the prior fiscal year.
The reasons for this overall increase are discussed in the following sections for governmental
activities and business-type activities.

Governmental Activities. During the current fiscal year, net position for governmental
activities increased $3,806,868 from the prior year for an ending balance of $31,312,409. There
were three key elements that attributed to the increase. Tax revenues increased by $1,017,323 or
5.9% over the prior year. Secondly, the governmental activities expenses decreased by
$1,730,771 or 5.6%, and capital grantsincreased by $673,400 or 22.6%.

The governmental funds had an increase in fund balance of $10,956,394 with the capital projects
fund increasing $9,172,762. Most of the increase was due to restricted assets applicable to
Henderson Water Utility (HWU) for the issuance of debt on its behalf. Of the $3,239,773 spent
in Capital Projects Fund, $2,799,131 or 86.4% was related to the riverfront. Another $264,547
or 8.2% was distributed to Henderson Water Utility for system improvements.
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The General Fund added to its reserves in the amount of $1,852,812. Since fiscal 2009, the
fund’s balance has increased 79.3%. Based on the fiscal 2014 budgeted expenditures of $26.5
million, the Genera Fund has approximately 4.3 months worth of reserves. The City has
assigned $1,296,300 of the fiscal 2013 fund balance with $1,246,300 of that amount to fill the
fiscal 2014 budget deficit leaving $6,038,346 unassigned. |f the City adopts a fiscal 2015 budget
in the same amount as fiscal 2014, it would equate to 3.7 months worth of reserves.

City of Hender son — Changesin Net Position
Analysis of the City’s Operations

Governmental Activities Business-Type Activities Total
Revenues: 2013 2012 2013 2012 2013 2012
Program revenues:
Chargesfor services $ 6,218,137 $ 6,504,842 $19,758,282 $17,989,009 $25,976,419 $24,493,851
Operating grants 3,427,690 3,685,996 93,820 91,533 3,521,510 3,777,529
Capital grants 3,647,262 2,973,862 - - 3,647,262 2,973,862
General revenues:
Taxes 18,152,109 17,134,786 - - 18,152,109 17,134,786
Investment income 32,121 66,039 14,357 84,885 46,478 150,924
Distributions from
component units 1,644,724 1,644,724 - - 1,644,724 1,644,724
Total revenues 33,122,043 32,010,249 19,866,459 18,165,427 52,988,502 50,175,676
Expenses:
Administration 4,571,652 5,800,427 - - 4,571,652 5,800,427
Finance 2,522,369 2,715,668 - - 2,522,369 2,715,668
Masstranst 1,373,897 1,379,552 - - 1,373,897 1,379,552
Parks & recreation 1,968,902 1,931,317 - - 1,968,902 1,931,317
Public safety 11,755,095 12,380,137 - - 11,755,095 12,380,137
Public works 5,286,706 5,359,904 - - 5,286,706 5,359,904
Nondepartmental 2,311,163 2,128,359 - - 2,311,163 2,128,359
Interest on long-term debt 925,391 750,582 - - 925,391 750,582
Gas - - 15,508,629 14,531,170 15,508,629 14,531,170
Sanitation - - 2,911,519 2,962,683 2,911,519 2,962,683
Total expenses 30,715,175 32,445,946 18,420,148 17,493,853 49,135,323 49,939,799
Increase/(Decrease)
before transfers 2,406,868 (435,697) 1,446,311 671,574 3,853,179 235,877
Transfers 1,400,000 1,400,000 (1,400,000) (1,400,000) - -
Increase (Decrease) in net
position 3,806,868 964,303 46,311 (728,426) 3,853,179 235,877
Net position, beginning 27,505,541 26,541,238 5,989,273 6,717,699 33,494,814 33,258,937
Net position, ending $31,312,409 $27,505,541 $ 6,035,584 $ 5,989,273 $37,347,993 $33,494,814
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Expenses and Program Revenues - Governmental
Activities
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Business-type Activities. For the City of Henderson’'s business-type activities, the results for
the current fiscal year were positive in that overall net position increased to reach an ending
balance of $6,035,584. The total increase in net position for business-type activities (natura gas
and sanitation) was $46,311 or 0.8% from the prior fiscal year. The increase is attributable to
growth in the sanitation fund rather than the natural gas fund. Refuse fees were up $170,159 or
9.2%. The second of three $1.00 increases in the residential sanitation rates went into effect on
July 1, 2012. The rate increase accounting for approximately $123,000 of the increase in refuse
fees with the balance attributed to commercia customers. Landfill fees also had an increase over
the prior fiscal with revenue up $64,120 or 26.5%. An additiona cause for the overal increase
was the reduction in personnd expenses. These expenses were down $40,533 or 3.8% with
health insurance the largest contributor to the decrease. Health insurance expenses decreased
$53,674.

Financial Analysis of Governmental Funds

As noted earlier, the City of Henderson uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.
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Governmental Funds. The focus of the City of Henderson’s governmental fundsisto provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the City of Henderson’ s financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a government’ s net resources
available for discretionary use as they represent the portion of fund balance which has not yet
been limited to use for a particular purpose by either an external party, the City of Henderson
itself, or agroup or individual that has been delegated authority to assign resources for use for
particular purposes by the City of Henderson’s Board of Commissioners.

At June 30, 2013, the City of Henderson’s governmental funds reported combined fund balance
of $39,471,512, an increase of $10,956,394 in comparison with the prior fiscal year.
Approximately 14.5% of this amount ($5,730,881) constitutes unassigned fund balance, which is
available for spending at the government’ s discretion. Nearly 76.3% or $30.1 million of the fund
balance was restricted for debt, capital projects and other specia purposes. There was also
$59,168 that was classified as “nonspendable” because it isfor inventories. A total of
$2,277,254 was committed for long-term debt payments and another $1,296,300 assigned to fill
the fiscal 2014 budget deficit ($1,246,300) and set aside for the future construction of a Newman
Park shelter ($50,000).

General Fund
Components of Fund Balance
June 30, 2012 and 2013
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Assigned M Fiscal 2012

Committed

Nonspendable
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S- $2,000,000 $4,000,000 $6,000,000 $8,000,000
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The General Fund was the primary operating fund of the City of Henderson. At the end of the
current fiscal year, the General Fund unassigned fund balance was $6,038,346, while total fund
balance increased to $9,462,886. As a measure of the general fund’s liquidity, it may be useful
to compare both unassigned fund balance and total fund balance to total general fund
expenditures. Unassigned fund balance represents approximately 22.8 percent of total 2014
fiscal year general fund expenditures, while total fund balance represents approximately 35.7
percent of that same amount.

Other Governmental Funds
Components of Fund Balance
June 30, 2012 and 2013

Unassigned ‘
] M Fiscal 2013

Committed M Fiscal 2012
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The fund balance of the City of Henderson's genera fund increased by $1,852,812 during the
current fiscal year. Factors contributing to thisincrease include:

e Taxes increased by $1,017,323 or 5.9% with property taxes up $383,542. There was a
small increase ($0.021 per $100 of fair market assessment) in the real property tax rate
due to the City taking the compensating property tax rate. There was also moderate
growth in the occupational ($211,844 or 4.3%) and insurance ($315,537 or 7.5%) tax
collections.

e Personnel expenses decreased by $1,043,001 or 6.2%. Fiscal 2013 expenses included a
cost of living increase of 1% plus a maximum of 1% merit increase based on job
performance. The fund benefited from a reduction in health insurance costs of $733,367
or 21% from the prior fiscal year. The reduction in the health insurance costs are mostly
attributable to switching to a new third party administrator that was able to negotiate
better discounts with providers.
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The Capita Projects Fund ended the fiscal year with a fund balance of $29,692,524 which is an
improvement of $9,172,762 from the prior year. During fiscal 2013, the City of Henderson
issued $9,730,000 in general obligation bonds. The proceeds from the bond sale will ultimately
be used by Henderson Municipal Water for various system improvements. The City received
federal funding on the riverfront project in the amount of $3,464,605 during the fiscal year which
included the reimbursement of capital expenditures.

The Debt Service Fund, the remaining major governmental fund, had an increase in fund balance
during the current year of $181 to bring the year end fund balance to $69,605. The increase
essentially resulted from rounding the transfers from the genera fund to the nearest $1,000
minus payments on the general obligation bonds.

Proprietary Funds. The City of Henderson's proprietary funds provide the same type
information found in the government-wide financial statements, but in more detail.

Unrestricted net position of the Natural Gas Fund at the end of the year was $4,216,829 and for
the Sanitation Fund was ($1,093,156). The total growth (decrease) in net position for both funds
was ($75,229) and $121,540, respectively. As noted earlier in the discussion of business-type
activities, the increase for the Sanitation Fund was attributed to the second of three $1.00
increases in the residential sanitation rates that went into effect on July 1, 2012. The rate
increase accounting for approximately $123,000 of the increase in refuse fees with the balance
attributed to commercial customers.

The Sanitation Fund’ s statement of net position reflects the landfill closure and post closure costs
of $3,450,000. Of this total, approximately $2.38 million is for landfill closure costs that will
include placing a low-permeability cap on the landfill. The City has investments in the amount
of approximately $2.26 million in a trust account that will be used for the landfill closure. It is
also estimated that approximately $1.07 million will be needed for post closure costs that will
involve monitoring, inspecting, and maintaining the landfill and its protective systems for at least
30 years. Thisincludes extensive groundwater monitoring, inspection, and repair of the cap and
other protective systems. The City will be able to fund the monitoring costs on an annual basis
through the normal revenue flow.

Due to a more typical winter, the Gas Fund’s income from operations increased $553,003 or
73.1% from the prior fiscal year. After investment income and transfers to the general fund, the
change in net position was ($75,229). Since 2009, the cumulative change in the net position for
the Gas Fund has been a decrease of $841,124 or 11.2%. Based on the 2014 fiscal year's
budgeted expenditures and net of invested in capital assets, the Gas Fund has approximately 2.7
months worth of reserves.

General Fund Budgetary Highlights

Original budget compared to final budget. As with most years, there was a need for budget
amendments. The original budget was adopted with expenditures set at $25,825,000. The first
amendment increased the general fund budget to $26,304,000. The fire department received a
grant in the amount of $59,000 for laptops. Another amendment was $209,000 for police cars
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that were ordered in fiscal 2012 but were not delivered until fiscal 2013. There were also major
repairs to Kimmel Park play equipment and the water feature on the riverfront. The other
amendments were small and varied.

The second amendment was done late in the fisca year and increased the total general fund
appropriation to $26,418,000. The amendment included $39,000 in camera and radio equipment
for police cars and $75,000 in additional transfers to the Public Way Fund to cover fiscal 2012
paying projects that did not get paid until early fiscal 2013.

The amended fiscal 2013 budget was approved with anticipated expenses exceeding anticipated
revenue by $1,299,500. The difference was to come from reserves. The General Fund's actual
revenue and transfers were $25,470,913 or 101.4% of the approved budget of $25,118,500 or a
difference of $352,413. The General Fund’s actua expenses and transfers were $23,618,101 or
89.4% of approved budget of $26,418,000 or a difference of $2,799,899.

Final budget compared to actual results. The most significant differences between estimated
revenues and actual revenues were as follows:

Revenue source Estimated Revenues Actual Revenues Difference
Insurance Premium Tax $4,190,000 $4,519,282 $ 329,282
Net Profits Tax $ 740,000 $ 889,492 $ 149,492
Federal Grant $ 410,000 $ 206,497 $(203,503)
State Grant $ 188,500 $ 40,659 $(147,841)

The insurance premium tax is a 10% tax on most insurance policies in the City of Henderson.
Due to recent natural disasters across the country, insurance companies are increasing premiums
and the tax has followed. The net profits tax had a higher than expected increase because the
City received a one-time bump from a company that had a large extraordinary item. The City
has participated in the federa community oriented policing services (COPS) program and
exhausted the funding earlier than budgeted. And finaly, the shortfall in state grants was due to
requested projects (i.e. a skate park, walking trail project) that were not awarded or spent.

Expense Estimated Expense  Actua Expense Difference
Hedlth Insurance $3,442,500 $2,759,125 $ 683,375
Salaries — Operational $6,025,690 $5,664,046 $ 361,644
Police & Fire Pension $2,117,470 $1,982,337 $135,133
Specia Projects $ 569,130 $ 188,879 $ 380,251

A review of actual expenditures compared to the appropriation in the final budget yields some
rewarding numbers. The City of Henderson has been working diligently to control costs in al
departments and across all categories. Health insurance costs that usually had large increases in
prior years actually had an impressive improvement. As noted earlier, the City of Henderson
switched third party administrator for the heath insurance plan. With the City getting bigger
discounts, health insurance came in 80.2% of budget. Due to open positions in severa
departments, operating salaries were $361,644 below budget or 94.0% of anticipated expenses.
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The police and fire pension expense also benefited from severa open positions. The costs for
thislineitem were $135,133 below estimated or 93.6% of budget.

The specia projects estimated expense item included $175,800 for a walking trail that was not
able to get state funding and the City opted not to move forward. This account aso included the
City’s match on a state drainage grant that has progressed slower than expected but should be
well under way in fiscal 2014.

Capital Asset and Debt Administration

Capital Assets. The City of Henderson's investment in capital assets for its governmental
and business-type activities as of June 30, 2013, amounts to $34,060,506 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, machinery and
equipment, gas system improvements, park facilities, vehicles, sculptures, and infrastructure.
Thetotal increase in capital assets for the current fiscal year was approximately 3.0%.

City of Henderson’s Capital Assets
(net of depreciation)

Governmenta Activities Business-TypeActivities Totd
2013 2012 2013 2012 2013 2012
Land $ 3,522,408 $ 3,502,408 $ 114,815 $ 114,815 $ 3,637,223 $ 3,617,223
Artwork 196,500 196,500 - - 196,500 196,500
Buildings 8,332,385 8,571,000 179,556 176,047 8,511,941 8,747,047
Improvements 5,306,194 2,778,371 - - 5,306,194 2,778,371
Vehicles 1,173,134 944,308 276,912 193,359 1,450,046 1,137,667
Natura Gas System - - 2,234,807 2,293,402 2,234,807 2,293,402
Equipment 710,779 808,097 290,821 134,011 1,001,600 942,108
Infrastructure 11,722,195 13,346,185 - - 11,722,195 13,346,185
Tota $ 30,963,595 $ 30,146,869 $ 3,096,911 $ 2,911,634 $ 34,060,506 $ 33,058,503

Major capital asset events during the current fiscal year included the following:
e Construction of an extension of the Riverwalk at a cost of approximately $2,142,500 with
funds provided by afederal grant.
e Completion of the reconstruction of Doc Hosbach Tennis Complex at a cost of
approximately $634,500 with subsidies coming from the same federal grant.
e Nearly $276,000 spent on 10 new fully equipped police cars.

Additional information on the City of Henderson’s capital assets may be found in Note 4 in the
notes to the financial statements on pages 54-55 of this report.

Long-Term Debt. At the end of the current fiscal year, the City of Henderson had total bonded

debt outstanding of $37,395,000. All of the $37,395,000 is backed by the full faith and credit of
the City.
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City of Henderson’s Outstanding Debt
(net of depreciation)

Governmental Activities Business-TypeActivities Tota
2013 2012 2013 2012 2013 2012
Generd Obligations
Bonds $37,395,000 $29,125000 $ - $ - $37,395,000 $29,125,000

Debt Description

Fire Station and Riverfront Property — During fiscal 2007, the City issued $5,230,000 in
general obligation bonds for the construction of a new fire station and for the purchase of
riverfront property that will be used for park development. Approximately $1,950,000 of
bond proceeds were used for the advance refunding of a capital lease used in 2000 for the
purchase of an office building that houses the Police Department, Code Enforcement
Division, Planning Commission, and the Emergency Management Agency.

Henderson Water Utility Downtown Project - During the year ended June 30, 2011, the
City issued $10,125,000 Build America Bonds to pay a portion of the costs of
acquisition, construction, and installation of additions and improvements to the City’s
combined and consolidated municipal water, sanitary sewer, and storm sewer system,
including the instalation of new water and sanitary sewer lines and the conversion of
existing sanitary sewer lines to storm sewer lines in downtown Henderson, Kentucky and
to pay other allowable expenditures including issuance costs.

Refunding of Prior Debt - During the year ended June 30, 2011, the City issued
$3,605,000 to currently refund and redeem the outstanding City of Ewing, Kentucky,
Kentucky Area Development Districts Financing Trust, Lease Acquisition Program
Revenue Bonds, Fixed Rate Series 2000H (funding for the City of Henderson,
Kentucky), dated July 20, 2000 (the “2000H Obligations’), being bonds maturing on
December 1, 2011 — 2016 and term bonds maturing on December 1, 2022, in the total
principal amount of $1,310,000, by providing for the City’s prepayment of its |ease rental
payments pursuant to two lease agreements between the Kentucky Area Development
Districts Financing Trust and the City securing the 2000H Obligations, in order to derive
debt service savings. This debt was recorded in the records of the City as KADD-
Riverfront |ease payable and KADD-Police Station | ease payable.

Proceeds were also used to advance refund and redeem the outstanding City of Ewing,
Kentucky, Kentucky Area Development Districts Financing Trust, Lease Acquisition
Program Revenue Bonds, Fixed Rate Series 2000Y (funding for the City of Henderson,
Kentucky), dated July 20, 2000 (the “2000Y Obligations’), being bonds maturing on
December 1, 2015 and term bonds maturing on December 1, 2012, 2014, 2017, 2019, and
2023, in the principal amount of $1,470,000, by providing for the City’s prepayment of
its lease rental payments pursuant to a lease agreement dated December 31, 2003,
between the Kentucky Area Development Districts Financing Trust and the City securing
the 2000Y Obligations, in order to derive debt service savings. This debt was recorded in
the records of Henderson Water Utility as KADD 2002-Canoe Creek |ease payable.
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Proceeds in the amount of $650,000 were also used to reimburse the City for its payment
on December 15, 2010, of the City’s General Obligation Bond Anticipation Note Series
2008C (the “2008C Note”), which was outstanding in the principal amount of $1,583,737
and which matured on December 15, 2010 and to pay other alowable expenditures
including issuance costs.

Fire Station - During the year ended June 30, 2012, the City issued $2,085,000 non-
taxable bonds to pay costs of the acquisition, construction and equipping of a new
municipa fire station within the City, including the costs of the land upon which the fire
station isto be located, architectural fees, and other allowable expenditures.

Combined and Consolidated Municipal Water, Sanitary Sewer and Storm Sewer System -
During the year ended June 30, 2012, the City issued $9,995,000 in non-taxable bonds to
pay a portion of the costs of the acquisition, construction and installation of additions and
improvements to the City’s combined and consolidated municipal water, sanitary sewer
and storm sewer system (the “System”), including (1) the renovation and upgrading of
the City’s North Wastewater Treatment Plant and (2) the construction of a new 12 MGD
North Fork Pump Station and approximately 2,400 feet of related 42" gravity sewer lines.

Combined and Consolidated Municipal Water, Sanitary Sewer and Storm Sewer System -
During the year ended June 30, 2013, the City issued $9,730,000 in non-taxable bonds to
pay a portion of the costs of the acquisition, construction and installation of additions and
improvements to the City’s combined and consolidated municipal water, sanitary sewer
and storm sewer system (the “System”), including (1) the renovation and upgrading of a
new headworks structure, a third fina clarifier, waste and return activated sludge
pumping, ultraviolet disinfection, and interna plant piping at the City’s North
Wastewater Treatment Plant, such additions and improvements to increase the capacity of
the Plant from 15 million to 25.5 million gallons per day.

The City of Henderson's total debt increased by $8,270,000, (28.4%) during the current fiscal
year. The reason for the increase was the new debt issuance for the combined and consolidated
municipal water, sanitary sewer and storm sewer system. The new issuance was genera
obligation bonds with atotal face value of $9,730,000.

The City of Henderson has maintained an Aa3 rating from Moody’ s Investors Service for genera
obligation debt.

Kentucky statutes limit the amount of general obligation debt a governmental entity may issue to
10% of the value of the taxable property therein, to be estimated by the last assessment previous
to the incurring of the indebtedness, unless in case of emergency, the public health or safety
should so require. The current debt limit for the City of Henderson is $110,129,000, which is
significantly in excess of the current outstanding general obligation debt of $37,395,000.

Additional information on the City of Henderson’s long-term debt may be found in Note 5 on
pages 56-61 of this report.
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Economic Factorsand Next Year’s Budget and Rates

The City of Henderson was able to fund the fiscal 2014 Budget with existing resources and the
use of reserves from the General, Gas, and Sanitation Funds. Modest growth in property tax
receipts and holding increases in operating expenses to a minimum will enable the City to
continue to meet its needs.

In September of 2013, the Board of Commissioner passed a modest increase ($0.019 per $100 of
fair market assessment) in the property tax rate. The increase was the compensating property tax
rate that essentially gives the City the same revenue as the prior year plus additions to the tax
rolls.

For fiscal 2013, there were 246 construction permits issued with a total value of $14,355,452.
There were 10 single family units, 4 duplexes (8 units), and 10 multi-family (65 units) for a total
of 83 units approved. Thetotal value for new housing was $4,937,500.

There were 8 new commercial developments with a total value of $3,380,000. There were 31
permits issued for demolition of substandard residential structures.

The unemployment rate for the City of Henderson in June 2013 was 8.1% which was higher than
the national rate of 7.6% but lower than the Kentucky rate of 8.4%.

Interest rates are expected to remain at record low levels throughout the 2014 fiscal year. The
City of Henderson plans to issue additional general obligation bonds in the amount of $6.0
million on behalf of Henderson Water Utility.

If suitable property is located and purchased, the City of Henderson will consider the
construction of a new public works facility that will include natural gas, sanitation, and city
garage operations.

With the passage of Senate Bill 2 by the Kentucky Legislature that addresses the state pension
plans, the pension costs should see smaller increases or even slight decreases going forward.

Using the annual surpluses, the City of Henderson has embarked on a Community Betterment
Project that includes improving sidewalks, roads, street lights, and overall community
appearance.

Requestsfor Information

This financia report is designed to provide a general financial overview for citizens, taxpayers,
and customers of the City of Henderson. Questions or requests for additional financia
information may be sent to Robert Gunter, Finance Director, City of Henderson, 222 First Street,
PO Box 716, Henderson, KY 42419-0716, or visit our website at: www.cityofhendersonky.org.
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Basic Financial Statements



City of Henderson, Kentucky

Statement of Net Position
June 30, 2013

Primary Government

Component Units

Henderson Henderson
Governmental Business-type Municipal Water
Activities Activities Total Power & Light Utility

ASSETS
Cash $ 8,830,712 $ 1,568,359 10,399,071 $ 905,429 2,513,571
Investments 4,319,973 4,507,220 8,827,193 17,742,287 2,087,955
Receivables 1,103,565 1,474,762 2,578,327 5,165,823 1,419,700
Internal balances (737,739) 737,739 - - -
Inventories 59,168 160,363 219,531 6,033,216 944,305
Prepaid expenses - - - 57,261 33,232
Restricted assets:

Cash 10,074,208 - 10,074,208 - 188,842

Investments - - - 6,913,225 1,449,529

Receivable from HWU:

Due in one year 952,280 - 952,280 - -
Due after one year 19,276,200 - 19,276,200 - -

Land and other nondepreciable capital assets 3,718,908 114,815 3,833,723 1,235,451 862,879
Capital assets, net of accumulated depreciation 27,244,687 2,982,096 30,226,783 62,674,869 70,585,746
Other assets 363,448 - 363,448 464,081 370,934
Total assets $ 75,205,410 $ 11,545,354 86,750,764 $ 101,191,642 80,456,693
LIABILITIES
Accounts payable and accrued liabilities $ 1,993,946 $ 1,301,484 3,295,430 $ 9,497,474 2,393,326
Deposits payable - 278,986 278,986 633,973 73,764
Due to component units 2,695,179 - 2,695,179 - -
Gas storage liability - 479,300 479,300 - -
Noncurrent liabilities:

Due in one year 2,600,000 - 2,600,000 585,000 2,380,121

Due after one year 36,603,876 3,450,000 40,053,876 13,865,000 27,524,548
Total liabilities 43,893,001 5,509,770 49,402,771 24,581,447 32,371,759
NET POSITION
Net investment in capital assets 23,527,075 2,911,911 26,438,986 49,460,320 42,200,708
Restricted for:

Debt service 69,605 - 69,605 6,913,225 561,129

Law enforcement 79,824 - 79,824 - -
Unrestricted 7,635,905 3,123,673 10,759,578 20,236,650 5,323,097
Total net position 31,312,409 6,035,584 37,347,993 76,610,195 48,084,934
Total liabilities and net position $ 75,205,410 $ 11,545,354 86,750,764 $ 101,191,642 80,456,693

The accompanying notes are an integral part of the financial statements.
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Functions/Programs
Primary government
Governmental activities:
Administration
Finance
Mass transit
Parks and recreation
Police
Fire
Public works
Nondepartmental
Interest on long-term debt
Total governmental activities

Business-type activities:
Gas
Sanitation
Total business-type activities

Total primary government
Component units
Henderson Municipal Power & Light
Henderson Water Utility

Total component units

City of Henderson, Kentucky
Statement of Activities
For the Fiscal Year Ended June 30, 2013

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Primary Government

Component Units

Operating Capital Henderson Henderson
Charges for Grants and Grants and Governmental Business-type Municipal Water
Expenses Services Contributions Contributions Activities Activities Total Power & Light Utility
4,571,652 $ 2,129,121 $ 362,017 $ 3,617,381 $ 1,636,867 $ - $ 1,636,867
2,522,369 2,788,812 - - 266,443 - 266,443
1,373,897 42,103 716,936 29,881 (584,977) - (584,977)
1,968,902 291,143 - - (1,677,759) - (1,677,759)
6,332,611 856,244 502,093 - (4,974,274) - (4,974,274)
5,422,484 6,000 290,877 - (5,125,607) - (5,125,607)
5,286,706 104,714 889,817 - (4,292,175) - (4,292,175)
2,311,163 - - - (2,311,163) - (2,311,163)
925,391 - 665,950 - (259,441) - (259,441)
30,715,175 6,218,137 3,427,690 3,647,262 (17,422,086) - (17,422,086)
15,508,629 16,817,749 - - - 1,309,120 1,309,120
2,911,519 2,940,533 93,820 - - 122,834 122,834
18,420,148 19,758,282 93,820 - - 1,431,954 1,431,954
49,135,323 $ 25,976,419 $ 3,521,510 $ 3,647,262 (17,422,086) 1,431,954 (15,990,132)
68,130,994 $ 64,041,087 $ - $ - $ (4,089,907) $ -
15,491,533 17,116,729 - 264,547 - 1,889,743
83,622,527 $ 81,157,816 $ - $ 264,547 (4,089,907) 1,889,743
General revenues:
Taxes:
Property 7,654,195 - 7,654,195 - -
Payroll and net profits 5,154,559 - 5,154,559 - -
Insurance 4,519,282 - 4,519,282 - -
Franchise 677,113 - 677,113 - -
Bank deposits 146,960 - 146,960 - -
Distributions from component units 1,644,724 - 1,644,724 - -
Investment income 32,121 14,357 46,478 29,702 19,901
Transfers 1,400,000 (1,400,000) - - -
Total general revenues and transfers 21,228,954 (1,385,643) 19,843,311 29,702 19,901
Change in net position 3,806,868 46,311 3,853,179 (4,060,205) 1,909,644
Net position, beginning of year 27,505,541 5,989,273 33,494,814 80,670,400 46,175,290
Net position, end of year $ 31,312,409 $ 6,035,584 $ 37,347,993 $ 76,610,195 $ 48,084,934

The accompanying notes are an integral part of the financial statements.
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ASSETS

Cash

Investments

Receivables

Due from other funds

Inventories

Restricted assets:
Cash

Receivable from HWU:

Due in one year
Due after one year

Total assets
LIABILITIES

Accounts payable
Accrued wages

Due to other funds

Due to component units

Total liabilities

FUND BALANCES
Nonspendable

Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

City of Henderson, Kentucky

Balance Sheet
Governmental Funds
June 30, 2013

Debt Capital Nonmajor Total
General Service Projects Governmental Governmental

Fund Fund Fund Funds Funds
$ 8,504,913 $ - $ 3,022 $ 2,218 $ 8,510,153
4,319,973 - - - 4,319,973
458,238 - 239,590 370,750 1,068,578
635,858 - - - 635,858
32,760 - - 26,408 59,168
- 69,605 9,848,183 156,420 10,074,208
- - 952,280 - 952,280
- - 19,276,200 - 19,276,200
$ 13,951,742 $ 69,605 $ 30,319,275 $ 555,796 $ 44,896,418
$ 736,094 $ - $ 134,208 $ 193,692 $ 1,063,994
253,027 - - 39,109 292,136
922,739 - 374,360 76,498 1,373,597
2,576,996 - 118,183 - 2,695,179
4,488,856 - 626,751 309,299 5,424,906
32,760 - - 26,408 59,168
- 69,605 29,958,480 79,824 30,107,909
2,095,480 - - 181,774 2,277,254
1,296,300 - - - 1,296,300
6,038,346 - (265,956) (41,509) 5,730,881
9,462,886 69,605 29,692,524 246,497 39,471,512
$ 13,951,742 $ 69,605 $ 30,319,275 $ 555,796 $ 44,896,418
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City of Henderson, Kentucky
Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Position
June 30, 2013

Total fund balances of governmental funds per balance sheet

Amounts reported for governmental activities in the statement of net position
are different because:

Capital assets, net of accumulated depreciation, used in governmental
activities are not current financial resources and, therefore, are not
reported in the governmental funds.

Other assets in governmental activities, which consist of negative
net pension obligations for the City's two pension plans,
are not current financial resources and, therefore, are not reported in
the governmental funds.

The Health Insurance Fund, an internal service fund, is used to charge
health insurance costs to individual funds and other entities. The
assets and liabilities of this internal service fund are included in
governmental activities in the statement of net position.

Long-term debt and other liabilities were not currently due and payable
in the fiscal year ended June 30, 2013, and, therefore, were not reported
in the governmental funds.

Long-term debt payable $ (37,395,000)
Accrued compensated absences (1,321,876)
HRA Fund unfunded obligation (487,000)

Total net position of governmental activities per statement of net position

The accompanying notes are an integral part of the financial statements.
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30,963,595

363,448

(282,270)

(39,203,876)

$ 31,312,409




City of Henderson, Kentucky

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

For the Fiscal Year Ended June 30, 2013

Debt Capital Nonmajor Total
General Service Projects Governmental Governmental
Fund Fund Fund Funds Funds
REVENUES
Taxes:
Property $ 7,654,195 $ - $ - $ - $ 7,654,195
Payroll and net profits 5,154,559 - - - 5,154,559
Insurance 4,519,282 - - - 4,519,282
Franchise 677,113 - - - 677,113
Bank deposits 146,960 - - - 146,960
Intergovernmental 3,319,013 665,950 3,617,381 1,927,349 9,529,693
Distributions from component units 1,644,724 - - - 1,644,724
Service charges and fees 529,074 - - 850,874 1,379,948
Rents, concessions, and other services 125,723 - - - 125,723
Fines, finance charges, and penalties 81,595 - - - 81,595
Licenses and permits 81,091 - - - 81,091
Investment income 4,859 983 23,026 1,308 30,176
Miscellaneous 110,250 242 - 2,980 113,472
Total revenues 24,048,438 667,175 3,640,407 2,782,511 31,138,531
EXPENDITURES
Current:
Administration 2,198,994 - 147,120 246,339 2,592,453
Finance 2,503,295 - - - 2,503,295
Mass transit - - - 1,257,386 1,257,386
Parks and recreation 1,255,537 - - 365,041 1,620,578
Police 5,254,689 - - 891,283 6,145,972
Fire 5,194,542 - 8,106 - 5,202,648
Public works 1,949,290 - - 1,464,907 3,414,197
Nondepartmental 2,311,163 - - - 2,311,163
Debt service:
Principal - 1,460,000 - - 1,460,000
Interest - 925,391 - - 925,391
Capital outlays 515,591 - 2,820,000 278,916 3,614,507
Capital contributions to HWU - - 264,547 - 264,547
Total expenditures 21,183,101 2,385,391 3,239,773 4,503,872 31,312,137
Excess (deficiency) of revenues
over expenditures 2,865,337 (1,718,216) 400,634 (1,721,361) (173,606)
OTHER FINANCING SOURCES (USES)
Transfers in 1,422,475 1,718,397 - 1,652,000 4,792,872
Transfers out (2,435,000) - (957,872) - (3,392,872)
Bond issuance - - 9,730,000 - 9,730,000
Total other financing sources (uses) (1,012,525) 1,718,397 8,772,128 1,652,000 11,130,000
Net change in fund balances 1,852,812 181 9,172,762 (69,361) 10,956,394
Fund balances, beginning of year 7,610,074 69,424 20,519,762 315,858 28,515,118
Fund balances, end of year $ 9,462,886 $ 69,605 $ 29,692,524 $ 246,497 $ 39,471,512

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Fiscal Year Ended June 30, 2013

Net change in fund balances of governmental funds $ 10,956,394

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of capital assets is allocated
over their estimated useful lives and reported as depreciation expense.
Capital outlays 3,614,507
Depreciation expense (2,797,781)

Governmental funds report the repayment of the principal on long-term debt
as an expenditure, while the statement of activities does not report such
repayment as an expense.
Principal paid on long-term debt 1,460,000

Governmental funds report the issuance of long-term debt as other
financing sources, while the statement of activities does not report
such issuance as revenues.
Bond issuance (9,730,000)

Expenses or revenues in the statement of activities that do not affect current
financial resources are not reported as expenditures or revenues in the
governmental funds.

Decrease in accrued compensated absences 2,897
Increase in negative net civil service pension obligation 86,679
Increase in negative net police & fire pension obligation 6,061

Increase in HRA Fund unfunded obligation (3,000)

The Health Insurance Fund, an internal service fund, is used to charge
health insurance costs to individual funds and other entities. The
statement of activities includes the net income of this fund.
Net income of Health Insurance Fund 211,111

Change in net position of governmental activities $ 3,806,868

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

General Fund

For the Fiscal Year Ended June 30, 2013

REVENUES
Taxes:

Property

Payroll and net profits

Insurance

Franchise

Bank deposits
Intergovernmental
Distributions from component units
Service charges and fees
Rents, concessions, and other services
Fines, finance charges, and penalties
Licenses and permits
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Current:
Administration
Finance
Parks and recreation
Police
Fire
Public works
Nondepartmental
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total other financing sources (uses)
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Budget
Variance with
Original Final Actual Final Budget
$7,477,700 $7,477,700 $7,654,195 $ 176,495
4,940,000 4,940,000 5,154,559 214,559
4,190,000 4,190,000 4,519,282 329,282
612,000 612,000 677,113 65,113
135,000 135,000 146,960 11,960
3,758,300 3,818,300 3,319,013 (499,287)
1,644,700 1,644,700 1,644,724 24
531,600 531,600 529,074 (2,526)
130,600 130,600 125,723 (4,877)
63,100 63,100 81,595 18,495
80,000 80,000 81,091 1,091
55,000 55,000 4,859 (50,141)
20,000 40,500 110,250 69,750
23,638,000 23,718,500 24,048,438 329,938
2,357,510 2,407,510 2,198,994 208,516
2,700,090 2,700,090 2,503,295 196,795
1,342,910 1,428,410 1,255,537 172,873
6,020,830 6,031,850 5,254,689 777,161
5,260,990 5,276,990 5,194,542 82,448
2,122,290 2,122,290 1,949,290 173,000
2,921,300 2,969,800 2,311,163 658,637
486,080 777,060 515,591 261,469
23,212,000 23,714,000 21,183,101 2,530,899
426,000 4,500 2,865,337 2,860,837
1,400,000 1,400,000 1,422,475 22,475
(2,613,000) (2,704,000) (2,435,000) 269,000
(1,213,000) (1,304,000) (1,012,525) 291,475
(787,000) (1,299,500) 1,852,812 3,152,312
7,610,074 7,610,074 7,610,074 -
$6,823,074 $6,310,574 $9,462,886 $ 3,152,312

The accompanying notes are an integral part of the financial statements.
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ASSETS
Current assets:
Cash
Investments
Receivables
Due from other funds
Inventories
Total current assets

Noncurrent assets:

Investments, designated for landfill

closure costs
Land
Capital assets, net of
accumulated depreciation
Total noncurrent assets

Total assets

LIABILITIES

Current liabilities:
Accounts payable
Deposits payable
Accrued wages
Due to other funds
Gas storage liability

Total current liabilities

Noncurrent liabilities:
Estimated landfill closure costs
Total noncurrent liabilities
Total liabilities
NET POSITION
Net investment in capital assets
Unrestricted

Total net position

Total liabilities and net position

The accompanying notes are an integral part of the financial statements.

City of Henderson, Kentucky
Statement of Net Position
Proprietary Funds
June 30, 2013

Business-type Activities

Enterprise Funds

Total
Gas Sanitation Enterprise
Fund Fund Funds
1,448,006 $ 120,353 $ 1,568,359
2,254,949 - 2,254,949
1,278,876 195,886 1,474,762
872,175 50,564 922,739
160,363 - 160,363
6,014,369 366,803 6,381,172
- 2,252,271 2,252,271
- 114,815 114,815
2,422,280 559,816 2,982,096
2,422,280 2,926,902 5,349,182
8,436,649 $ 3,293,705 $ 11,730,354
1,013,215 $ 247,695 $ 1,260,910
278,986 - 278,986
26,039 14,535 40,574
- 185,000 185,000
479,300 - 479,300
1,797,540 447,230 2,244,770
- 3,450,000 3,450,000
- 3,450,000 3,450,000
1,797,540 3,897,230 5,694,770
2,422,280 489,631 2,911,911
4,216,829 (1,093,156) 3,123,673
6,639,109 (603,525) 6,035,584
8,436,649 $ 3,293,705 $ 11,730,354
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Governmental
Activities-
Internal
Service Fund

Health
Insurance
Fund

$ 320,559

34,987

355,546

$ 355,546

637,816

(282,270)
(282,270)

$ 355,546



Governmental
Activities-
Business-type Activities Internal
Enterprise Funds Service Fund
Total Health
Gas Sanitation Enterprise Insurance
Fund Fund Funds Fund
OPERATING REVENUES
Gas sales $ 16,657,230 $ - $ 16,657,230 $ -
Sanitation fees - 2,978,059 2,978,059 -
Other income 160,519 56,294 216,813 -
Health insurance premiums:
City of Henderson - - - 3,853,867
Henderson Municipal Power & Light - - - 511,982
Henderson Water Utility - - - 1,064,867
Other - - - 404,718
Total operating revenues 16,817,749 3,034,353 19,852,102 5,835,434
OPERATING EXPENSES
Gas administration 1,417,701 - 1,417,701 -
Gas distribution 13,873,190 - 13,873,190 -
Sanitation expenses - 2,808,015 2,808,015 -
Depreciation 217,738 103,504 321,242 -
HRA Fund contributions - - - 429,000
Health insurance administration - - - 614,481
Health insurance claims - - - 4,582,787
Total operating expenses 15,508,629 2,911,519 18,420,148 5,626,268
Income from operations 1,309,120 122,834 1,431,954 209,166
NONOPERATING REVENUES
Investment income (expense) 15,651 (1,294) 14,357 1,945
Income before transfers 1,324,771 121,540 1,446,311 211,111
Transfers out to General Fund (1,400,000) - (1,400,000) -
Change in net position (75,229) 121,540 46,311 211,111
Net position, beginning of year 6,714,338 (725,065) 5,989,273 (493,381)
Net position, end of year $ 6,639,109 $ (603,525) $ 6,035,584 $ (282,270)

City of Henderson, Kentucky
Statement of Revenues, Expenses, and Changes in Net Position
Proprietary Funds
For the Fiscal Year Ended June 30, 2013

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky

Statement of Cash Flows
Proprietary Funds

For the Fiscal Year Ended June 30, 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments for goods and services
Payments for employees
Payments for HRA Fund contributions
Payments for health insurance claims
Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers to General Fund
Net cash provided (used) by noncapital
financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchases of capital assets
Loan from General Fund
Loan repayments to General Fund
Net cash provided (used) by capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments
Purchases of investments
Investment fees paid
Interest received

Net cash provided (used) by investing activities

Net increase (decrease) in cash
Cash, beginning of year

Cash, end of year

Reconciliation of income from operations to
net cash provided (used) by operating activities

Income from operations

Reconciling items:
Depreciation expense
Receivables (increase) decrease
Due from other funds (increase) decrease
Inventories (increase) decrease
Prepaid insurance (increase) decrease
Accounts and deposits payable increase (decrease)
Accrued wages increase (decrease)
Gas storage liability increase (decrease)

Net cash provided (used) by operating activities

Noncash investing activities:
Decrease in fair value of investments

Business-type Activities

Enterprise Funds

Total
Gas Sanitation Enterprise

Fund Fund Funds
$16,068,235 $2,966,595 $19,034,830
(13,045,301) (1,737,082) (14,782,383)
(1,618,166) (1,017,497) (2,635,663)
1,404,768 212,016 1,616,784
(1,400,000) - (1,400,000)
(1,400,000) - (1,400,000)
(154,699) (351,820) (506,519)
- 222,000 222,000
- (37,000) (37,000)
(154,699) (166,820) (321,519)
609,705 1,708,354 2,318,059
(643,403) (1,733,280) (2,376,683)
(1,356) (1,360) (2,716)
40,147 26,777 66,924
5,093 491 5,584
(144,838) 45,687 (99,151)
1,592,844 74,666 1,667,510
$ 1,448,006 $ 120,353 $ 1,568,359
$ 1,309,120 $ 122,834 $ 1,431,954
217,738 103,504 321,242
(408,036) (59,514) (467,550)
(349,029) (8,244) (357,273)
(2,804) - (2,804)
382,620 53,174 435,794
(841) 262 (579)
256,000 - 256,000
$ 1,404,768 $ 212,016 $ 1,616,784
$ 24,109 $ 31,106 $ 55,215

The accompanying notes are an integral part of the financial statements.
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Governmental
Activities-
Internal

Service Fund

Health
Insurance
Fund

$ 5,800,492
(589,377)

(429,000)

(4,721,111)

61,004

1,945
1,945

62,949

257,610

8 320550

$ 209,166

(34,942)

25,104
(138,324)

$ 61,004



ASSETS
Cash

Total assets

LIABILITIES
Accounts payable

Total liabilities

NET POSITION

Held in trust for pension benefits
Held in trust for health care benefits

Total net position

City of Henderson, Kentucky
Statement of Net Position
Fiduciary Funds
June 30, 2013

Pension
Trust
Funds

$ 150,695

150,695

18,368

18,368

(13,539)
145,866

$ 132,327

The accompanying notes are an integral part of the financial statements.
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Statement of Changes in Net Position

For the Fiscal Year Ended June 30, 2013

ADDITIONS
Contributions:
Employer
Employee
Total contributions
Interest income
Miscellaneous
Total additions
DEDUCTIONS
Benefits paid

Professional services

Total deductions

Change in net position
Net position, beginning of year

Net position, end of year

City of Henderson, Kentucky

Fiduciary Funds

Pension
Trust
Funds

1,061,154
2,154

1,063,308
422

624

1,064,354

1,034,982
5,254

1,040,236

24,118

108,209

$

132,327

The accompanying notes are an integral part of the financial statements.
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CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The City of Henderson, Kentucky (City) is a municipal corporation governed by a
five-member board of commissioners and operates under a city manager form of
government. The accompanying financial statements present the City and its
component units, entities for which the City is considered to be financially
accountable. Each discretely presented component unit is reported in a separate
column in the government-wide financial statements to emphasize that it is legally
separate from the City.

The discretely presented component units consist of Henderson Municipal Power
& Light (HMPL) that provides electric utility services and Henderson Water Utility
(HWU) that provides water and sewer services. Both HMPL and HWU have
separate governing commissions the members of which are appointed by the
Mayor and approved by the Board of Commissioners of the City. The Board of
Commissioners must approve all rates and bond issues of HMPL and HWU. The
City is contingently liable for the debt of the component units. HMPL has a fiscal
year end of May 31, and HWU has a fiscal year end of June 30". The City’s
financial statements include certain financial information obtained from the audited
financial statements of the component units. Complete audited financial
statements may be obtained from HMPL and HWU.

Henderson Municipal Power & Light Henderson Water Utility
100 Fifth Street 111 Fifth Street
Henderson, Kentucky 42420 Henderson, Kentucky 42420

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and
the statement of activities) report information on all of the nonfiduciary activities of
the primary government and its component units. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately
from certain legally separate component units for which the primary government is
financially accountable.
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CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

Separate financial statements are provided for governmental funds, proprietary
funds, and fiduciary funds, even though the latter are excluded from the
government-wide financial statements. Major individual governmental funds and
major individual enterprise funds are reported as separate columns in the fund
financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, as are the
proprietary funds and fiduciary funds financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been
met.

Governmental funds financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the City considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is due.
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CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

Certain receipts from government agencies, utility service charges, and interest
associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All
other revenue items are considered to be measurable and available only when the
government receives cash.

Private-sector standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in both the government-wide and
proprietary funds financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards
Board. Governments also have the option of following subsequent private-sector
guidance for their business-type activities and enterprise funds, subject to this
same limitation. The City has elected not to follow subsequent private-sector
guidance.

D. Fund Accounting

The City uses funds to maintain its financial records during the year. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts.
There are three categories of funds: 1) Governmental, 2) Proprietary, and 3)
Fiduciary.

1) Governmental Funds

Governmental funds are those through which most governmental functions
are typically financed. Governmental fund reporting focuses on the sources,
uses, and balances of current financial resources. Expendable assets are
assigned to the various governmental funds according to the purposes for
which they may or must be used. Current liabilities are assigned to the fund
from which they will be paid. The difference between governmental fund
assets and liabilities is reported as fund balance. The following are the City’s
major governmental funds.

General Fund

The General Fund is the general operating fund of the City. It is used to
account for all general tax revenues and other revenues not allocated by
law, ordinance, or other agreement to another fund. From this fund are
paid the general operating expenditures, the fixed charges, and the
capital improvement costs, not paid by other funds.
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Debt Service Fund

The Debt Service Fund accounts for the resources accumulated and
payments made for principal and interest on long-term debt of
governmental funds.

Capital Projects Fund

The Capital Projects Fund accounts for the acquisition and construction
of major capital facilities and other capital projects of the City.

In addition, the City has eight other governmental funds that collectively are
called nonmajor governmental funds because, individually, these eight funds
are not financially significant enough to be classified as major governmental
funds. The nonmajor governmental funds are collectively included together
in one column of the financial statements of the governmental funds.
Detailed financial information about each of these nonmajor governmental
funds can be found in a separate section of this report.

2) Proprietary Funds

Proprietary fund reporting focuses on the changes in net position, financial
position, and cash flows. Proprietary funds are classified as either enterprise
or internal service.

Enterprise Funds

Enterprise funds are used to account for the operations that are
financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that costs
(expenses, including depreciation) of providing goods and or services to
the general public on a continuing basis be financed or recovered
primarily through user charges; or where the governing body has
decided that periodic determinations of revenues earned, expenses
incurred, and net income is appropriate for capital maintenance, public
policy, management control, accountability, or other purposes. The
major enterprise funds of the City of Henderson are as follows:
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3)

e Gas Fund

The Gas Fund is used to account for gas department utility
operations.

e Sanitation Fund
This fund is used to account for the City’s sanitation collection and
disposal operations, and for the operation of the City’s commercial
demolition and debris landfill.
Internal Service Fund
The Health Insurance Fund accounts for the financing of services of the
self-insured accident and health care plan maintained for the benefit of

City employees and others, on a cost reimbursement basis.

Fiduciary Funds

Fiduciary fund reporting focuses on net position and changes in net position.
The City’s fiduciary funds consist of two pension trust funds and one health
care benefits trust fund. These funds are as follows:

Civil Service Pension Fund

The City of Henderson Civil Service Pension Fund (a contributory
defined benefit plan) was created by ordinance. It covers City
employees, other than those in the police and fire departments, who
elected not to transfer into the County Employees Retirement System
(CERS) plan.

Police and Fire Pension Fund
The City of Henderson Police and Fire Pension Fund (a contributory
defined benefit plan) was created by state statute. It covers all of the

employees of the police and fire departments who elected not to transfer
to the CERS plan.

46



CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

Health Reimbursement Arrangement (HRA) Plan Fund

The City of Henderson HRA Plan Fund was created by ordinance. It
covers all employees enrolled in the City’s health insurance plan. The
HRA Fund reimburses participants for health insurance plan deductible
and co-insurance expenses up to the amount in an individual
participant’s account balance.

E. Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted
accounting principles. All annual appropriations lapse at fiscal year end.

The appropriated budget is prepared by fund, department, and division. Transfers
of appropriations between departments require the approval of the Board of
Commissioners. The legal level of budgetary control is the department level.

Encumbrance accounting is employed in governmental funds. Encumbrances
(e.g., purchase orders, contracts) outstanding at year-end are allowed to lapse
and do not constitute expenditures or liabilities because the commitments will be
reappropriated and honored during the subsequent year.

F. Deposits and Investments
Cash consists of demand deposit accounts with commercial banks.

City ordinance requires that all City bank deposit accounts be secured by bonds or
other securities of the United States Government or its agencies, or by other
certificates of indebtedness of cities or corporations, which shall have a fair value
equal to or greater than the amount on deposit.

Investments are reflected at fair value based on quoted market prices in all funds.
The market quotations are obtained from national security exchanges or other
published sources.

Kentucky Revised Statutes Chapter 66.480 permits the City to invest in U. S.
Treasury obligations, U. S. Agency obligations, certain federal instruments,
repurchase agreements, commercial banks' certificates of deposit, and savings
and loan deposits, among other investments.
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G. Restricted Assets

Restricted assets consist of cash of the Debt Service Fund, which is restricted to
the uses mandated by bond indentures; cash and a receivable of the Capital
Projects Fund, which funds came from the issuance of general obligations bonds
of the City, which were loaned or to be loaned to Henderson Water Ultility for
capital projects; and cash of certain nonmajor governmental funds subject to legal
restrictions.

H. Short-term Interfund Balances

On the fund financial statements, short-term interfund advances are classified as
“due to/from other funds” on the balance sheet. These amounts are eliminated in
the governmental and business-type activities columns of the statement of net
position. The outstanding balances between funds result mainly from the time lag
between the dates that 1) interfund goods and services are provided or
reimbursable expenditures occur, 2) transactions are recorded in the accounting
system, and 3) payments between funds are made.

[.  Interfund Activity

Transfers between governmental and business-type activities on the government-
wide financial statements are reported in the same manner as general revenues.
Exchange transactions between funds are reported as revenues in the seller's
funds and as expenditures/expenses in the purchaser funds, and are not
eliminated in the process of consolidation. Flows of goods from one fund to the
other without a requirement for repayment are reported as interfund transfers.
Interfund transfers are reported as other financing sources/uses in governmental
funds and after nonoperating revenues/expenses in the proprietary funds.

J. Inventories
Inventories in the Gas Fund are valued at cost, using the average cost method.
Inventories in the Governmental Funds are valued at cost, using the first-inffirst-

out (FIFO) method. Inventories of Governmental Funds are recorded as
expenditures when consumed rather than when purchased.
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K. Capital Assets

All capital assets are capitalized at cost, or estimated historical cost, and updated
for additions and retirements during the year. Donated capital assets are
recorded at their fair market values as of the date received. The City maintains a
capitalization threshold of $5,000. The City’s infrastructure consists of bridges,
roads, culverts, curbs, sidewalks, and streets. Improvements are capitalized; the
cost of normal maintenance and repairs that do not add value to the asset, or
materially extend the useful life of the asset, are not. Interest costs incurred
during the construction of capital assets of business-type activities are also
capitalized.

All reported capital assets are depreciated, with the exception of land and artwork.
Depreciation is computed using the straight-line method over the following useful

lives:
Governmental Business-type

ltem Activities Activities
Improvements 20 years 20 years
Machinery and equipment 5-10 years 5-10 years
Buildings 25-50 years 25-50 years
Gas system N/A 33 years
Vehicles 5 years 5 years
Infrastructure 40 years N/A

L. Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with
expendable available financial resources is reported as an expenditure and a fund
liability of the governmental fund that will pay it. Amounts of vested or
accumulated vacation leave that are not expected to be liquidated with
expendable available financial resources are recorded as long-term debt and an
expense in the government-wide financial statements. In the fund financial
statements, the governmental funds report the liability for compensated absences
only if it has matured, for example, as a result of employee resignations and
retirements. Proprietary funds report the liability as incurred since it is immaterial.
In accordance with accounting standards, no liability is recorded for non-vesting
accumulating rights to receive sick pay benefits. However, a liability is recognized
for that portion of accumulating sick leave benefits that it is estimated will be taken
as terminal leave upon retirement.
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M. Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities, and long-term obligations are reported in the
government-wide financial statements, and all payables, accrued liabilities, and
long-term obligations payable from proprietary funds are reported on the
proprietary fund financial statements.

In general, governmental fund payables and accrued liabilities, once incurred, are
paid in a timely manner and in full from current financial obligations of the funds.
However, claims and judgments, and compensated absences that will be paid
from governmental funds are reported as a liability in the fund financial statement
only to the extent that they are due for payment during the current year. Capital
leases and long-term loans are recognized as a liability in the fund financial
statements when due.

N. Net Position

Net position represents the difference between assets and liabilities. Net
investment in capital assets consist of capital assets, net of accumulated
depreciation, reduced by the balance of any borrowings related to the acquisition,
construction, or improvement of those assets. Net position is reported as
restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the City or through external restrictions imposed
by creditors, grantors, or laws or regulations of other governments.

O. Property Taxes

Property taxes are levied as of the beginning of the fiscal year on property values
assessed as of the preceding January 1. Property tax bills are mailed in the Fall
of the year. The property tax bills are considered past due at the end of the first
business day following the New Year, at which time the applicable property is
subject to lien, and penalties and interest are assessed.

P. Operating Revenues and Expenses
Operating revenues and expenses for proprietary funds are those that result from
providing services and producing and delivering goods and services. It also

includes all revenue and expenses not related to capital and related financing,
non-capital financing, or investing activities.

50



CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

Q. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.
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2. INVESTMENTS

As of June 30, 2013, the City had the following investments:

Investment Maturities (in Years)

Fair Less
Investment Type Value Than 1 1-5 6-10
U.S. Government Agencies $1,256,016 $ - $1,143132 § 112,884
U.S. Government Money Market 2,117,793 2,117,793 - -
Bank Certificates of Deposit 5,453,384 1,559,218 2,939,597 954,569
Total $8,827,193 $3,677,011 $4,082,729 $1,067,453

Investments by Funds:

General Fund $4,319,973

Gas Fund 2,254,949

Sanitation Fund 2,252,271

Total per Statement of Net Position  $8,827,193

Interest rate risk. The City does not have a formal investment policy that limits investment
maturiies as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit risk. State law limits the types of investments in which the City may investits funds. The
City believes it is in compliance with the law in this matter and has no investment policy that would
further limit its investment choices. The City's investments in the bonds of U.S. Government
Agencies are all rated Aaa by Moody's.

Concentration of credit risk. The City places no limit on the amount it may invest in any one
investment. More than five percent of the City's investments are in bonds issued by the Federal
National Mortage Association (FNMA), which are 12.95% of the City's total investments.

Custodial credit risk. Custodial credit risk is the risk that in the event of the failure of the counterparty,
the City will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. All investments of the City, with the exception of certificates of deposit,
consist of unregistered and uninsured securities held by the City's fiscal agent in their trust department, not
in the name of the City.
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3. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

As of June 30, 2013, interfund receivables and payables and the composition of
internal balances shown on the statement of net position consist of the following:

Due From Due To Internal
Governmental Activities: Other Funds Other Funds Balances
General Fund $ 635,858 $ (922,739) $ (286,881)
Capital Projects Fund - (374,360) (374,360)
Nonmajor Governmental Funds (76,498) (76,498)

Total Governmental Activities  $ 635,858 $ (1,373,597) $ (737,739)

Business-type Activities:

Gas Fund $ 872,175 $ - $ 872,175
Sanitation Fund 50,564 (185,000) (134,436)
Total Business-type Activities  $ 922,739 $ (185,000) $ 737,739

Total all funds $ 1,558,597 $ (1,558,597)

Interfund balances are due to either payables for services or financing of operations.

As of June 30, 2013, interfund transfers consist of the following:

Transfers In Transfers Out

General Capital Projects Gas

Totals Fund Fund Fund
General Fund $ 1,422,475 $ - $ (22,475) $ (1,400,000)
Debt Service Fund 1,718,397 (783,000) (935,397) -

Nonmajor Governmental

Funds 1,652,000 (1,652,000) - -
Totals $ 4,792,872 $ (2,435,000) $ (957,872) $ (1,400,000)

The Gas Fund transfers to the General Fund were to subsidize general fund operations.
Transfers from the General Fund and Capital Projects Fund to various other funds were
to subsidize the operations of those funds.
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4. CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2013 was as follows:

Beginning Ending
Primary Government Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
Land $ 3502408 $ 20,000 $ $ 3,522,408
Artwork 196,500 - 196,500
Total 3,698,908 20,000 3,718,908
Capital assets being depreciated:
Buildings 11,693,048 - 11,693,048
Improvements 5,612,862 2,815,366 - 8,428,228
Vehicles, machinery, and equipment 11,190,771 779,141 (274,806) 11,695,106
Infrastructure 64,959,614 - - 64,959,614
Total 93,456,295 3,594,507 (274,806) 96,775,996
Less accumulated depreciation for:
Buildings (3,122,048) (238,615) (3,360,663)
Improvements (2,834,491) (287,543) - (3,122,034)
Vehicles, machinery, and equipment (9,438,366) (647,633) 274,806 (9,811,193)
Infrastructure (51,613,429) (1,623,990) (53,237,419
Total (67,008,334) (2,797,781) 274,806 (69,531,309)
Total governmental activities, net $ 30146869 § 816,726 $ 30,963,595
Business-type Activities:
Capital assets not being depreciated:
Land $ 114815 § $ $ 114,815
Capital assets being depreciated:
Buildings 561,065 25,212 - 586,277
Vehicles, machinery, and equipment 1,548,628 326,608 (337,944) 1,537,292
Gas system, vehicles, and equipment 8,537,972 154,699 (32,952) 8,659,719
Total 10,647,665 506,519 (370,896) 10,783,288
Less accumulated depreciation for:
Buildings (385,018) (21,703) - (406,721)
Vehicles, machinery, and equipment (1,413,175) (81,801) 337,944 (1,157,032)
Gas system, vehicles, and equipment (6,052,653) (217,738) 32,952 (6,237,439)
Total (7,850,846) (321,242) 370,896 (7,801,192)
Total business-type activities, net $ 2911634 § 185277 § $ 3,096,911
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Depreciation expense was charged to functions/programs of the primary government

as follows:

Governmental activities:
Administration

Finance
Mass transit

Parks and recreation

Police
Fire

Public works
Total depreciation expense, governmental activities

Business-type activities

Gas
Sanitation

Total depreciation expense, business-type activities

$ 12,572
19,074
123,944
350,585
192,942
219,836
1,878,828

$ 2,797,781

$ 217,738
103,504

$ 321,242

Component units’ capital asset activity was as follows:

Henderson Municipal Power & Light

Utility plant and equipment

Less accumulated depreciation
Capital assets, net

Henderson Water Utility

Utility plant and equipment

Less accumulated depreciation
Capital assets, net

Beginning

Balance Increases Decreases Ending Balance
$ 226,918,770 3,976,291 $ - $ 230,895,061
(161,929,900) (5,054,841) - (166,984,741)
$ 64,988,870 (1,078,550)  § - $ 63,910,320
$ 99,513,196 16,167,120 $ (147,776)  § 115,532,540
(41,666,555) (2,565,136) 147,776 (44,083,915)
$ 57,846,641 13,601,984 $ - $ 71,448,625
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5. LONG-TERM DEBT

The following is a summary of long-term debt activity for the City for the fiscal year
ended June 30, 2013:

Amounts

Balance Balance Due in One
Governmental Actitivities: June 30, 2012 Additions Reductions June 30, 2013 Year
G. O. Bonds Series 2007 $ 4,030,000 $ - $ (265,000) $ 3,765,000 $ 275,000
G. O. Bonds Series 2010A 9,705,000 - (420,000) 9,285,000 425,000
G. O. Bonds Series 2010B 3,310,000 - (275,000) 3,035,000 285,000
G.0. Bonds Series 2011A 2,085,000 - (85,000) 2,000,000 85,000
G.O. Bonds Series 2012A 9,995,000 - (415,000 9,580,000 415,000
G.0. Bonds Series 2013A - 9,730,000 - 9,730,000 410,000
Total bonds payable 29,125,000 9,730,000 (1,460,000) " 37,395,000 1,895,000
Compensated absences 1,324,773 718,019 (720,916) 1,321,876 705,000

HRA Fund unfunded obligation 484,000 3,000 - 487,000 -

Total governmental activities $ 30,933,773 $ 10,451,019 $ (2,180,916) $ 39,203,876 $ 2,600,000

As of June 30, 2013 governmental long-term debt of the City consisted of the following:
A. General Obligation Bonds — Series 2007

During the year ended June 30, 2007, the City issued $5,230,000 to advance
refund the outstanding KADD loan dated March 9, 2000, to pay costs of
construction of a new fire station, acquisition and development of additional
riverfront property near downtown, and other allowable expenditures. This
obligation matures in April 2027. Interest rates range from 3.63 % to 4.00%.
Interest is due in semi-annual installments. The obligation is secured by property
taxes. The following is a summary of scheduled payments as of June 30, 2013:

Interest
June 30th: Principal Interest Total Rates
2014 $ 275,000 $ 145,050 $ 420,050 3.65%
2015 285,000 135,013 420,013 3.70%
2016 300,000 124,467 424,467 3.75%
2017 310,000 113,217 423,217 3.75%
2018 325,000 101,593 426,593 3.80%
2019 to 2023 1,425,000 319,306 1,744,306  3.80% to 4.00%
2024 to 2027 845,000 85,800 930,800 4.00%

Totals $ 3,765,000 $ 1,024,445 $ 4,789,445
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B. General Obligation Bonds — Series 2010A

During the year ended June 30, 2011, the City issued $10,125,000 Build America
Bonds to pay a portion of the costs of acquisition, construction, and installation of
additions and improvements to the City’s combined and consolidated municipal
water, sanitary sewer, and storm sewer system, including the installation of new
water and sanitary sewer lines and the conversion of existing sanitary sewer lines
to storm sewer lines in downtown Henderson, Kentucky and to pay other allowable
expenditures including issuance costs. This obligation matures in November
2030. Interest rates range from 1.00 % to 5.50%. Interest is due in semi-annual
installments. The net interest reflected below is net of the actual interest payment
and the subsidy payment from the federal government which is equal to 35% of
the amount of each interest payment. The obligation is secured by property taxes.

The following is a summary of scheduled payments as of June 30, 2013:
Interest

June 30th; Principal Interest IRS Direct Pay Net Interest Total Rates
2014 $ 425000 § 386630 § (135320) § 251310  § 676,310 1.40%
2015 430,000 380,108 (133,038) 247,070 677,070 1.65%
2016 435,000 372,210 (130,274) 241,936 676,936 2.00%
2017 440,000 362,800 (126,980) 235,820 675,820 2.30%
2018 450,000 351,440 (123,004) 228,436 678,436 2.80%

2019 to 2023 2,395,000 1,521,495 (532,523) 988,972 3,383,972 3.00% to 4.4%
2024 to 2028 2,785,000 921,232 (322,431) 598,801 3,383,801 4.70% t0 5.50%
2029 to 2031 1,925,000 161,288 (56,451) 104,837 2,029,837 5.50%

Totals $ 9285000 § 4457203 § (1,560,021) $ 2,897,182 § 12,182,182

C. General Obligation Bonds — Series 2010B

During the year ended June 30, 2011, the City issued $3,605,000 to currently
refund and redeem the outstanding City of Ewing, Kentucky, Kentucky Area
Development Districts Financing Trust, Lease Acquisition Program Revenue
Bonds, Fixed Rate Series 2000H (funding for the City of Henderson, Kentucky),
dated July 20, 2000 (the “2000H Obligations”), being bonds maturing on
December 1, 2011 — 2016 and term bonds maturing on December 1, 2022, in the
total principal amount of $1,310,000, by providing for the City’s prepayment of its
lease rental payments pursuant to two lease agreements between the Kentucky
Area Development Districts Financing Trust and the City securing the 2000H
Obligations, in order to derive debt service savings. This debt was recorded in the
records of the City as KADD-Riverfront lease payable and KADD-Police Station
lease payable.
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Proceeds were also used to advance refund and redeem the outstanding City of
Ewing, Kentucky, Kentucky Area Development Districts Financing Trust, Lease
Acquisition Program Revenue Bonds, Fixed Rate Series 2000Y (funding for the
City of Henderson, Kentucky), dated July 20, 2000 (the “2000Y Obligations”),
being bonds maturing on December 1, 2015 and term bonds maturing on
December 1, 2012, 2014, 2017, 2019, and 2023, in the principal amount of
$1,470,000, by providing for the City’s prepayment of its lease rental payments
pursuant to a lease agreement dated December 31, 2003, between the Kentucky
Area Development Districts Financing Trust and the City securing the 2000Y
Obligations, in order to derive debt service savings. This debt was recorded in the
records of Henderson Water Utility as KADD 2002-Canoe Creek lease payable.

Proceeds in the amount of $650,000 were also used to reimburse the City for its
payment on December 15, 2010, of the City’s General Obligation Bond
Anticipation Note Series 2008C (the “2008C Note”), which was outstanding in the
principal amount of $1,583,737 and which matured on December 15, 2010 and to
pay other allowable expenditures including issuance costs.

This obligation matures in November 2023. Interest rates range from 2.00 % to
3.50%. Interest is due in semi-annual installments. The obligation is secured by
property taxes. The following is a summary of scheduled payments as of June 30,
2013:

Interest

June 30th: Principal Interest Total Rates
2014 $ 285,000 $ 74,674 $ 359,674 2.00%
2015 285,000 68,974 353,974 2.00%
2016 295,000 63,174 358,174 2.00%
2017 300,000 57,223 357,223 2.00%
2018 315,000 50,759 365,759 2.20%

2019 to 2023 1,350,000 129,385 1,479,385 2.75% to 3.38%

2024 205,000 3,587 208,587 3.50%

Totals $ 3,035,000 $ 447,776 $ 3,482,776
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D. General Obligation Bonds — Series 2011A

During the year ended June 30, 2012, the City issued $2,085,000 non-taxable
bonds to pay costs of the acquisition, construction and equipping of a new
municipal fire station within the City, including the costs of the land upon which the
fire station is to be located, architectural fees, and other allowable expenditures.

This obligation matures in December 2031. Interest rates range from 0.70% to
4.00%. Interest is due in semi-annual installments. The obligation is secured by
the full taxing authority of the City of Henderson. The following is a summary of
scheduled payments as of June 30, 2013:

Interest
June 30th: Principal Interest Total Rates
2014 $ 85,000 $ 61,266 $ 146,266 1.00%
2015 85,000 60,331 145,331 1.20%
2016 85,000 58,971 143,971 2.00%
2017 85,000 57,272 142,272 2.00%
2018 90,000 55,521 145,521 2.00%
2019 to 2023 480,000 242,758 722,758 2.20% to 3.00%
2024 to 2028 560,000 160,604 720,604  3.13% to 4.00%
2029 to 2032 530,000 43,400 573,400 4.00%

Totals $ 2,000,000 $ 740,123 $ 2,740,123
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E. General Obligation Bonds — Series 2012A

During the year ended June 30, 2012, the City issued $9,995,000 non-taxable
bonds to pay a portion of the costs of the acquisition, construction and installation
of additions and improvements to the City’s combined and consolidated municipal
water, sanitary sewer, and storm sewer system, including (1) the renovation and
upgrading of the City’s North Wastewater Treatment Plant and (2) the construction
of a new 12 MGD North Fork Pump Station and approximately 2,400 feet of
related 42” gravity sewer lines.

This obligation matures in November 2031. Interest rates range from 1.00% to
3.30%. Interest is due in semi-annual installments. The obligation is secured by
the full taxing authority of the City of Henderson. The following is a summary of
scheduled payments as of June 30, 2013:

Interest
June 30th: Principal Interest Total Rates
2014 $ 415,000 $ 232,407 $ 647,407 1.00%
2015 420,000 228,233 648,233 1.00%
2016 425,000 223,370 648,370 1.30%
2017 435,000 216,257 651,257 2.00%
2018 440,000 207,508 647,508 2.00%
2019 to 2023 2,350,000 898,219 3,248,219  2.00% to 2.38%
2024 to 2028 2,655,000 661,540 3,316,540  2.5% to 3.00%
2029 to 2032 2,440,000 92,625 2,532,625 3.13% to 3.30%

Totals $ 9,580,000 $ 2,760,159 $ 12,340,159
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F. General Obligation Bonds — Series 2013A

During the year ended June 30, 2013, the City issued $9,730,000 non-taxable
bonds to pay a portion of the costs of the acquisition, construction, and
installation of additions and improvements to the City’s combined and
consolidated municipal water, sanitary sewer and storm sewer system, including
(1) the renovation and upgrading of a new headworks structure, a third final
clarifier, waste and return activated sludge pumping, ultraviolet disinfection, and
internal plant piping at the City’s North Wastewater Treatment Plant, such
additions and improvements to increase the capacity of the Plant from 15 million
to 25.5 million gallons per day.

This obligation matures in November 2032. Interest rates range from .30% to
2.75%. Interest is due in semi-annual installments. The obligation is secured by
the full taxing authority of the City of Henderson. The following is a summary of
scheduled payments as of June 30, 2013:

Interest
June 30th: Principal Interest Total Rates
2014 $ 410,000 $ 202,713 $ 612,713 0.30%
2015 405,000 206,275 611,275 2.00%
2016 410,000 198,125 608,125 2.00%
2017 420,000 189,825 609,825 2.00%
2018 430,000 181,325 611,325 2.00%
2019 to 2023 2,280,000 772,925 3,052,925 2.00% to 2.00%
2024 to 2028 2,525,000 529,018 3,054,018 2.00% to 2.50%
2029 to 2033 2,850,000 199,388 3,049,388 2.50% to 2.75%

Totals $ 9,730,000 $ 2,479,594 $ 12,209,594

The following is an aggregate summary of debt service requirements for the City
of Henderson as of June 30, 2013:

June 30th: Principal Interest IRS Direct Pay  Net Interest Total
2014 $ 1,895000 $§ 1,102,740 $§ (135320) $ 967,420 $ 2,862,420
2015 1,910,000 1,078,934 (133,038) 945,896 2,855,896
2016 1,950,000 1,040,317 (130,274) 910,043 2,860,043
2017 1,990,000 996,593 (126,980) 869,613 2,859,613
2018 2,050,000 948,146 (123,004) 825,142 2,875,142

2019 to 2023 10,280,000 3,884,088 (632,523) 3,351,565 13,631,565

2024 to 2028 9,575,000 2,361,781 (322,431) 2,039,350 11,614,350

2029 to 2033 7,745,000 496,701 (56,451) 440,250 8,185,250
Totals $ 37,395,000 § 11,909,300 $ (1,560,021) $ 10,349,279 § 47,744,279
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Henderson Municipal Power & Light (HMPL)

The City is contingently liable for the long-term debt of its component unit, Henderson
Municipal Power & Light. The long-term debt of Henderson Municipal Power & Light
consists of the following for its fiscal year ended May 31, 2013:

Balance Balance Amounts
May 31, May 31, due in One

2012 Additions Reductions 2013 Year
Revenue Bonds Series 2011A  $11,350,000 $ - $ (420,000) $10,930,000 $ 435,000
Revenue Bonds Series 2011B 3,670,000 - (150,000) 3,520,000 150,000
Total bonds payable $15,020,000 $ - $ (570,000) $14,450,000 $ 585,000

During HMPL'’s fiscal year ended May 31, 2012, the City on behalf of HMPL issued
revenue bonds for the purpose of financing electric system capital improvements. The
revenue bonds were Electric System Revenue Bonds Series 2011A in the amount of
$11,350,000 and Electric System Revenue Bonds Series 2011B in the amount of
$3,670,000. Both bond series have a final maturity date of December 1, 2031, with
interest rates ranging from 2.5% to 4.5%, and secured by a pledge of electric system
revenues and a non-foreclosable statutory mortgage lien on the electric system.

The following is a summary of the debt service requirements for Henderson Municipal
Power & Light for its fiscal year ended May 31, 2013:

Series 2011A Series 2011B
May 31st: Principal Interest Principal Interest Total
2014 $ 435,000 $ 396,806 $ 150,000 $ 106,731 $ 1,088,537
2015 445,000 385,931 150,000 104,856 1,085,787
2016 455,000 374,806 155,000 102,981 1,087,787
2017 465,000 363,431 155,000 101,044 1,084,475
2018 475,000 351,806 155,000 98,719 1,080,525
2019 to 2023 2,605,000 1,543,417 845,000 438,093 5,431,510
2024 to 2028 3,085,000 1,045,332 985,000 298,277 5,413,609
2029 to 2032 2,965,000 337,448 925,000 95,885 4,323,333

Totals $ 10,930,000 $4,798,977 $ 3,520,000 $ 1,346,586 $ 20,595,563
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Henderson Water Utility (HWU)

The City is contingently liable for the long-term debt of its component unit, Henderson
Water Utility. The long-term debt of Henderson Water Utility consists of the following
as of June 30, 2013:

Balance June 30, Balance June 30,  Amounts due
2012 Additions Reductions 2013 in One Year
Series 2004A Water and Sewer 1,710,000 §$ - $ (550,000) $ 1,160,000 $ 565,000
Series 2006A Water and Sewer 3,915,000 - (190,000) 3,725,000 195,000
Due to City of Henderson-2010A 9,705,000 - (420,000) 9,285,000 425,000
Due to City of Henderson-2010B 1,472,367 (108,887) 1,363,480 112,280
Due to City of Henderson-2012A 706,201 9,995,000 (1,121,201) 9,580,000 415,000
Kentucky Infrastructure Authority
Assistance Agreement 2,394,901 - (122,900) 2,272,001 128,115
Total 19,903,469 9,995,000 (2,512,988) 27,385,481 $ 1,840,395
Less: Unamortized deferred loss
on defeasance of bonds (108,197) - 30,633 (77,564)
Total long-term debt $ 19795272 $9,995000 $(2482355) § 27,307,917

Principal and interest requirements to retire Henderson Water Utility’s long-term
obligations as of June 30, 2013 were as follows:

Fiscal year ended June

30th: Principal Interest Total

2014 $ 1,840,395 $ 796,007 $ 2,636,402

2015 1,894,023 750,809 2,644,832

2016 1,327,712 713,610 2,041,322

2017 1,361,275 683,484 2,044,759

2018 1,389,902 649,624 2,039,526

2019-2023 7,586,462 2,647,308 10,233,770
2024-2028 7,620,712 1,373,184 8,993,896
2029-2032 4,365,000 266,994 4,631,994

Totals $ 27,385,481 $ 7,881,020 $ 35,266,501
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Other information on Henderson Water Utility’s long-term indebtedness is summarized
below:

Final Principal
Interest Rate Maturity Balance Security
Water and Sewer Refunding
Revenue Bonds, Series 2004A 3.50% - 3.75% 11/1/2014 $1,160,000 Utility Revenue

Water and Sewer Refunding
Revenue Bonds, Series 2006A 3.70% - 4.375% 11/1/2026  $3,725,000 Utility Revenue

Kentucky Infrastructure Authority
Assistance Agreement B94-03 4.20% 12/1/2026 $2,272,001 Utility Revenue

Due to City of Henderson-2010A 1.40% - 5.50% 11/1/2030  $9,285,000 Unsecured
Due to City of Henderson-2010B 2.00% - 3.50% 11/1/2023 $1,363,480 Unsecured

Due to City of Henderson-2012A 1.00% - 3.30% 11/1/2031  $9,580,000  Unsecured

Henderson Water Utility entered into a lease agreement to finance the Stormwater
project. This lease qualifies as capital lease for accounting purposes and, therefore,
the related assets have been recorded at the present value of the future minimum lease
payments as of the date of the agreement, which totaled $2,475,000. The capitalized
amount of the lease is being amortized over the life of the assets and is reported as
depreciation expense.
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The following is a summary of future lease payments required as of June 30, 2013:

KADD 2005-
For the fiscal year ending June 30 Stormwater
2014 $ 171,600
2015 163,113
2016 169,512
2017 170,575
2018 166,525
2019 to 2023 839,575
2024 to 2028 851,375
2029 to 2030 325,250
Total minimum lease payments 2,857,525
Less amount representing interest® (917,525)
Present value of future minimum
lease payments $ 1,940,000

* Interest rates on the capital lease range from 4.50% to 5.00% and is imputed
based on the lower of Henderson Water Utility’s incremental borrowing rate at the
inception of the lease or the lessor’s implicit rate of return.

Restricted Assets Applicable To HWU
In the Capital Projects Fund of the City are restricted assets applicable to HWU.

The City issued General Obligation Bonds Series 2010A in the face amount of
$10,125,000, which proceeds were loaned to HWU to fund a capital sewer project.

The City issued General Obligation Bonds Series 2010B in the face amount of
$3,605,000. Of that amount, $1,591,251 was loaned to HWU, which was applied to
advance refund a KADD 2002-Canoe Creek lease payable.

The City issued General Obligation Bonds Series 2012A in the face amount of
$9,995,000, which proceeds were loaned to HWU to fund capital projects.

The City issued General Obligation Bonds Series 2013A in the face amount of
$9,730,000, which proceeds were to be loaned to HWU to fund capital projects. As of
June 30, 2013, the face amount along with net bond premiums totaled $9,848,183,
such amount being held in a restricted cash bank account and will be subsequently
transferred to HWU after fiscal year end.

65



CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

HWU will repay the loans from the City by paying the City the underlying G.O. Bonds
debt service payments until the bonds are retired.

The following is a summary of restricted assets applicable to HWU for the fiscal year
ended June 30, 2013, as recorded in the Capital Projects Fund:

G.O. Bonds G.0. Bonds G.0. Bonds G.O. Bonds
Payable Payable Payable Payable
Series Series Series Series
Restricted Assets 2010A 2010B 2012A 2013A Total
Cash $ $ - $ - $ 9,848,183 $ 9,848,183
Receivable from HWU:
Due in one year 425,000 112,280 415,000 - 952,280
Due after one year 8,860,000 1,251,200 9,165,000 - 19,276,200
Total $ 9,285,000 $ 1,363,480 $ 9,580,000 $ 9,848,183 $ 30,076,663

6. CONDUIT DEBT

From time to time the City has issued Industrial Revenue Bonds to provide financial
assistance to private-sector entities for the acquisition and construction of industrial and
commercial facilities deemed to be in the public interest. The Bonds are secured by the
property financed and are payable solely from payments received on the underlying
mortgage loans. Neither the City of Henderson, nor any of its political subdivisions are
obligated in any manner for repayment of the bonds. Accordingly, the bonds are not
reported as liabilities in the accompanying financial statements. As of June 30, 2013,
there were three series of Industrial Revenue Bonds outstanding, with an aggregate
principal amount payable of $104,812,500.
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7.

COMPENSATED ABSENCES

Vacation Leave

City employees, other than police department employees and fire department shift
employees, generally earn vacation leave at the rate of 10/12 of a working day per
month for the first four years of employment.

Police department employees get 15 working days per year vacation after one
year’s service. Fire department shift employees get 5 24-hour shifts of vacation
after one year’s service.

At the end of four years an additional working day per year is accumulated up to a
maximum vacation leave of 40 working days; fire department shift employees
accumulate an additional half shift per year up to a maximum vacation leave of 10
24-hour shifts. One hundred percent of unused vacation leave is paid at
retirement, formal resignation, or death.

Sick Leave

City employees accumulate sick leave at the rate of one day per month up to a
maximum of two hundred forty days. Unused sick leave is forfeited upon
termination or death. At retirement, individuals are paid one day’s pay for each
four days of unused sick leave.

Accumulated unpaid vacation pay and sick pay are not accrued in the proprietary funds
(accrual basis) since they are not significant at year-end.

Such compensated absences are not accrued in governmental funds (unless they have
matured), which use the modified accrual basis of accounting, but instead are recorded
in the (accrual basis) government-wide Statement of Net Position. At June 30, 2013
these governmental activities liabilities included $1,321,876 of vacation and sick pay,
and are included in the Statement of Net Position as noncurrent liabilities.
Compensated absences are liquidated primarily by the General Fund.
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8. PUBLIC ENERGY AUTHORITY OF KENTUCKY (PEAK)

PEAK is a Natural Gas Acquisition Authority created under the laws of the
Commonwealth of Kentucky. It was created for the purpose of providing natural gas
acquisition, delivery, and other related services for its members, which includes the
City. PEAK is not a component unit of the City because 1) it is a separate legal entity,
2) PEAK is fiscally independent from the City, and 3) the board of directors of PEAK is
structured in a manner that the City cannot exercise majority control over the
organization.

PEAK has issued gas revenue bonds to finance the cost of acquisition by PEAK of
prepaid supplies of natural gas. PEAK is solely responsible for repayment of the gas
revenue bonds. The City has no liability for repayment of the gas revenue bonds
issued by PEAK.

The City has entered into long term natural gas supply contracts with PEAK whereby
the City is obligated to purchase specified quantities of natural gas from PEAK. The
City purchases all of its natural gas supplies from PEAK.

PEAK issues audited financial statements, which are available through its
administrative offices at the following address:

Public Energy Authority of Kentucky
516 Highland Avenue
Carrollton, Kentucky 41008

Summarized totals for PEAK for its fiscal year ended June 30, 2012, from its last
audited financial statements made available to the City are:

Assets $ 973,297,291
Costs recoverable from members $ 69,178,366
Liabilities $ 970,311,409

Net position $ 2,985,882
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9. GAS STORAGE LIABILITY

The City has the right to withdraw 300,000 MMBtu’s of natural gas from the gas storage
reserves belonging to the City’s gas transmission pipeline company. Any gas so
withdrawn by the City must be replaced by November 1%, the beginning of the
operating year of the Gas Fund. As of June 30, 2013, the estimated amount of this gas
storage liability was $479,300.

10. CONCENTRATION OF SALES
Henderson Municipal Gas

For the fiscal year ended June 30, 2013, five industrial customers accounted for
$7,276,563 in gas sales, which represents 43.3% of the operating revenues of the
Gas Fund.

Henderson Municipal Power and Light

All of the sales generated by Station Two ($25,097,121 for fiscal 2013) are
exclusively to the Station Two Operator per the contract in force. Three industrial
customers from the Existing System accounted for sales in the amount of $11.7
million (31% of Existing System sales) for the fiscal year ended May 31, 2013.

Henderson Water Utility

For the fiscal year ended June 30, 2013, three industrial customers accounted for
$8,164,670 in sales and surcharges for approximately 48% of HWU’s total
operating revenues.

11. LANDFILL CLOSURE AND POST CLOSURE COSTS

On July 1, 1998, the City Commission transferred the primary responsibility for
operations of the City’s solid waste landfill from the General Fund to the Sanitation
Fund, and the related liability for landfill closure and post closure costs. As of June 30,
2013, the Sanitation Fund was in a deficit position because its assets were inadequate
to cover estimated landfill closure costs. The deficit will be recovered from future
revenues.
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The City temporarily terminated its landfill operations on June 30, 1995 due to the
increased costs mandated by federal regulations. However, during the year ended
June 30, 1997, the City was awarded a permit to accept commercial construction debris
only. The City will continue to accept construction debris until the space allotted for
this operation is used up in its entirety.

State and federal laws and regulations require that the City of Henderson place a final
cover on its landfill site and to perform certain maintenance and monitoring functions at
the site for thirty years after closure. Post closure care costs will be incurred from the
point in time that the landfill ceases to accept any further waste.

The liability reported in the statement of net position of the Sanitation Fund of
$3,450,000 at June 30, 2013, consists of $2,380,000 in closure costs, and $1,070,000
for post closure costs. The amounts are based on engineering estimates and actual
costs may be higher due to inflation and technological changes, or changes in state
and federal regulations. The cost of landfill closure and postclosure care is allocated
based on landfill capacity used to date. The percentage of the landfill’s total capacity
that has been used to date is 63.3%. The estimated remaining life of the landfill is 6.9
years.

No costs were incurred towards the related liability, nor were revisions needed for the
closure costs estimate because the City’s consulting engineers determined that the
landfill was in compliance and there was no immediate work necessary.

The estimated liability consists of the following at June 30, 2013:

Estimated Estimated

Closure Post-Closure

Liability Liability Total
June 30, 2012 $ 2,380,000 $ 1,070,000 $ 3,450,000

Costs applied - - -

Revision to estimate - - -

June 30, 2013 $ 2,380,000 $ 1,070,000 $ 3,450,000
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12. CONTINGENCIES

The City is a defendant or plaintiff in lawsuits, which have arisen in the normal course
of operations. While certain lawsuits involve substantial amounts, it is the opinion of
management, based on the advice of legal counsel, that the ultimate resolution of such
litigation will not have a material adverse effect on the financial position of the City.

Under the terms of certain Federal and State grants, periodic audits are required and
certain costs may be questioned as not being appropriate expenditures under terms of
the grants. Such audits may lead to reimbursement of the grant monies to the
respective grantor agency. Management of the City believes that any disallowance
would be immaterial.

13. RISK MANAGEMENT

The City of Henderson is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. The City carries commercial insurance for these types of risks of
loss, including workers’ compensation. Settled claims resulting from these risks have
not exceeded commercial insurance coverage in any of the past three fiscal years.

14. RELATED PARTY TRANSACTIONS

The following are related party transactions by the City with its two discretely presented
component units, HMPL and HWU, which are not disclosed elsewhere in the notes to
the financial statements.

The City provides utility billing and cash collection services for HMPL and HWU. Al
utility cash collections are remitted to HMPL and HWU on a weekly basis. In addition,
the City provides HWU accounts payable, payroll, and general accounting services and
administers the Human Resources function. Included in General Fund
intergovernmental revenues are $583,000 and $547,000, respectively, from HMPL and
HWU for such services for the fiscal year ended June 30, 2013.

The City, as sole owner of both utilities, received distributions of $1,244,724 and
$400,000, respectively, from HMPL and HWU for the fiscal year ended June 30, 2013.

The City owns certain real estate used by HMPL.
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15. HEALTH INSURANCE PLAN

Effective July 1, 1986, the City began its own health insurance plan which covers all
employees of the City. HMPL and HWU also participate in the City’s health plan.
Under the terms of this Plan, maximum amounts of coverage vary depending on the
type of claim. However, the City is only responsible for a maximum of $140,000 per
claim, per employee, under any circumstances. Any claim, which exceeds $140,000, is
covered by an aggregate stop loss policy, which will cover up to 125% of expected
claims for the current year. The City remits payments to the administrator on a weekly
basis. A management fee is paid on a monthly basis.

All departments or other entities, which have employees participating in this Plan, bear
a portion of the cost of the Plan based on the number of employees in that department
or entity.

Amounts payable for claims are based on estimates as calculated by the City’s third-
party administrator. The Plan established liabilities based on the estimates of the
ultimate cost of claims that have been reported but not settled, and of claims that have
been incurred but not reported, based on historical experience. The following
represents a summary of changes in the liability for the last ten fiscal years including
the year ended June 30, 2013:

Current Year

Beginning of Claims &
Fiscal Year Changes In Claim End of Fiscal
Liability Estimates Payments Year Liability
2003-2004 $ 876,684 $ 4,541,901 $ (4,719,970) $ 698,615
2004-2005 $ 698,615 $ 5,121,768 $ (4,994,685) $ 825,698
2005-2006 $ 825,698 $ 4,458,456 $ (4,677,761) $ 606,393
2006-2007 $ 606,393 $ 4,470,924 $ (4,464,673) $ 612,644
2007-2008 $ 612,644 $ 4,617,270 $ (4,411,052) $ 818,862
2008-2009 $ 818,862 $ 4,285,935 $ (4,258,617) $ 846,180
2009-2010 $ 846,180 $ 6,403,384 $ (6,175,740) $ 1,073,824
2010-2011 $ 1,073,824 $ 6,176,637 $ (6,310,101) $ 940,360
2011-2012 $ 940,360 $ 5,678,476 $ (5,842,696) $ 776,140
2012-2013 $ 776,140 $ 4,582,787 $ 4,721,111) $ 637,816

The financial transactions of the Plan are recorded in the Health Insurance Fund, which
is an internal service fund of the City. As of June 30, 2013, the Health Insurance Fund
was in a deficit position due to user charges being inadequate to cover estimated
liabilities for claims. The City intends to recover these amounts via increased charges
to users in future fiscal periods.
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16. HEALTH REIMBURSEMENT ARRANGEMENT (HRA) PLAN

In order to control increasing health care costs the City made changes to its health
insurance plan, which resulted in employees paying an increased share of their health
care expenses. In order to help their employees pay for these increased health care
expenses, the City established a Health Reimbursement Arrangement (HRA) Plan and
Trust, effective January 1, 2006, that reimburses employees for health insurance plan
expenses up to the amount in an individual participant’s account balance. Every year,
the HRA Plan credits each employee in the amount of $500 for a single participant and
$1,000 for a family coverage participant in the health insurance plan. At the end of a
plan year, any unused benefits in an HRA Plan account will be carried forward for use
in the subsequent year. As of June 30, 2013, the HRA Plan has an unfunded obligation
of $719,000, of which $487,000 pertains to the City, and which will be funded in future
fiscal periods.

17. RETIREMENT PLANS

The City of Henderson has two pension plans that it sponsors: the City of Henderson
Civil Service Plan, and the City of Henderson Police and Fire Pension Fund. The City
of Henderson Civil Service Plan was authorized under City Ordinance, and the Police
and Fire Pension Fund is authorized under Kentucky Revised Statutes (KRS). Due to
the fact that a vast majority of City employees elected in 1987 to transfer participation
from each of these plans to the County Employees Retirement System (CERS), there is
only one active participant remaining in the City sponsored plans. The plans do not
issue separate financial statements. Contributions to the plans are made in
accordance with legal requirements and benefits and refunds are paid in accordance
with the plan requirements. Pension administrative costs are financed by the General
Fund, except for actuary fees, which are paid by the respective pension plans. The
following is a brief description of each plan, along with required information:

A. Civil Service Pension Fund

The plan is a single employer, defined benefit pension plan covering all City
employees other than police and fire employees who elected to forego
participation in the CERS plan. This plan is authorized by City ordinance. As of
June 30, 1987, the plan was closed to new entrants.

B. Police and Fire Pension Fund

This plan is a single employer, defined benefit pension plan covering all
employees of the police and fire departments who elected to forego participation in
the CERS plan. The plan is authorized by KRS 95.621 through 95.629. As of
June 30, 1987, the plan was closed to new entrants.
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C. Plan Summary

The following is a summary of funding policies, contribution methods, and benefit
provisions for each plan:

Civil Service Police and Fire

Year established by governing authority 1946 1946

Determination of contribution requirements:

Employer
Employee

Funding of administrative costs

Period required vesting

Post-retirement benefit increases

Eligibility for distribution

Provision for:
Disability benefits
Death benefits
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5% covered payroll
5% covered payroll

Absorbed by general
fund

20 years

Increases must be
approved by the
Pension Board

20 years credited
service and 60 years
of age, pre 1980 hires,
age 62 post 1980 hire

Yes
Yes

7.65% covered payroll
7.65% covered payroll

Absorbed by general
fund

20 years

Increases must be
approved by the
Pension Board

20 years credited
service regardless
of age

Yes
Yes
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D. Membership of the Plans

The following is a schedule of membership of the plans:

Civil Service Police and Fire
Non-vested active members 0 0
Fully-vested active members 1 0
Retirees and beneficiaries currently
receiving benefits 11 22
Total 12 22

E. Funded Status and Funding Progress

Civil Service Police & Fire
Pension Plan Pension Plan

The funded status of the plans as of June 30, 2013,
were as follows:

Actuarial value of plan assets (a) $ - $ -
Actuarial accrued liability (AAL) (b) $ 1,340,932 $ 4,408,308

Unfunded actuarial accrued liability (UAAL) (b) - (a) $ 1,340,932 $ 4,408,308

Funded ratio (a) / (b) 0.00% 0.00%
Covered payroll (active plan members) $ 43,171 $ -
UAAL as a percentage of covered payroll 3106.09% Not applicable

The schedule of funding progress, presented as required supplementary information
following the notes to the financial statements, presents multiyear trend information

that shows whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.
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F. Annual Pension Costs and Net Pension Obligations (NPO)

The net pension obligations are liquidated primarily by the General Fund.

The following is a schedule of annual pension costs and net pension obligations
(NPO) for the two pension plans of the City:

1)  Civil Service Pension Plan:

Actuarially determined
contribution

Interest on NPO
Adjustment to
actuarially determined
contribution

Annual pension costs
Contributions made
Change in NPO

NPO, beginning of year

NPO, end of year

2) Police and Fire Pension Plan:

Actuarially determined
contribution

Interest on NPO
Adjustment to
actuarially determined
contribution

Annual pension costs
Contributions made
Change in NPO

NPO, beginning of year

NPO, end of year

2011 2012 2013
$ 112,188 $ 116,436 $ 127,470
3,866 1,727 (3,568)
(6,203) (2,772) 5,726
109,851 115,391 129,628
(152,624) (221,287) (216,307)
(42,773) (105,896) (86,679)
77,313 34,540 (71,356)
$ 34,540 $ (71,356)  $ (158,035)

2011 2012 2013
$ 405,070 $ 384,553 $ 401,983
(6,523) (6,985) (7,974)
14,666 15,706 17,930
413,213 393,274 411,939
(424,775) (418,000) (418,000)
(11,562) (24,726) (6,061)
(163,064) (174,626) (199,352)
$ (174,626)  $ (199,352)  $ (205,413)
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G. Three Year Trend Information

1)  Civil Service Pension:

Fiscal year Annual Pension
Ending Costs (APC)
June 30, 2011 $ 109,850
June 30, 2012 $ 115,391
June 30, 2013 $ 129,628

2) Police and Fire Pension:

Fiscal year Annual Pension
Ending Costs (APC)
June 30, 2011 $ 413,213
June 30, 2012 $ 393,274
June 30, 2013 $ 411,939

H. Actuarial Assumptions

An actuarial study was performed on each plan of the City as of June 30, 2013.
The method of valuation used for each plan was “entry age normal’.
termination rate used was determined using Scale T-3 from the Actuary’s Pension
Handbook. Mortality was determined using the UP 1994 Group Annuity Mortality
Table projected to 2002. The following is a summary of key assumptions used for

each plan:

Rate of return on investment
Projected salary increases
Amortization method
Remaining amortization period
Inflation rate

Asset valuation method

Cost of living adjustment
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Percentage of

APC Contributed

138.9 %
191.8 %
166.9 %

Percentage of

APC Contributed

102.8 %
106.3 %
101.5 %

Civil Service

5.0%

5.0%

Level Dollar

20 years/closed
None

Market
Annually

Net Pension

Obligations
$ 34,540

$ (71,356)
$ (158,035)

Net Pension
Obligations

$ (174,626)
$ (199,352)
$ (205,413)

Police and Fire

4.0%

5.0%

Level Dollar

20 years/closed
None

Market
Annually

The



CITY OF HENDERSON, KENTUCKY
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. Financial Information-Pension Trust Funds

Financial information for the City of Henderson’s two pension trust funds and the HRA
trust fund is reported below for the fiscal year ended June 30, 2013.

Combining Statement of Net Position - Pension Trust Funds
June 30, 2013

Civil Service

Police & Fire

Pension Fund Pension Fund HRA Fund Total
ASSETS
Cash $ 277 $ 361 $ 150,057 $ 150,695
Total assets 277 361 150,057 150,695
LIABILITIES
Accounts payable 8,247 5,930 4,191 18,368
Total liabilities 8,247 5,930 4,191 18,368
NET POSITION
Held in trust for pension benefits (7,970) (5,569) - (13,539)
Held in trust for health care benefits - - 145,866 145,866
Total net position $ (7,970) $ (5,569) $ 145,866 $ 132,327
Combining Statement of Changes in Net Position - Pension Trust Funds
For the Fiscal Year Ended June 30, 2013
Civil Service Police & Fire
Pension Fund Pension Fund HRA Fund Total

ADDITIONS
Contributions:

Employer $ 214,154 $ 418,000 429,000 $ 1,061,154

Employee 2,154 - - 2,154

Total contributions 216,308 418,000 429,000 1,063,308

Interest income 10 7 405 422
Miscellaneous 193 431 - 624
Total additions 216,511 418,438 429,405 1,064,354
DEDUCTIONS
Benefits paid 218,006 415,608 401,368 1,034,982
Professional senices 2,472 2,782 - 5,254
Total deductions 220,478 418,390 401,368 1,040,236
Change in net position (3,967) 48 28,037 24,118
Net position, beginning of year (4,003) (5,617) 117,829 108,209
Net position, end of year $ (7,970) $ (5,569) 145,866 $ 132,327
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J. County Employees Retirement System, (CERS)

Substantially all of the City’s full time employees participate in the County
Employees Retirement System (CERS). The CERS is a multiple employer, cost
sharing, defined benefit pension plan administered by the Board of Trustees of the
Kentucky Retirement System (KRS). The CERS provides retirement, health,
disability, and death benefits to plan members. Cost of living adjustments (COLA)
are provided at the discretion of the State legislature. The Kentucky Revised
Statutes assigns the authority to establish and amend benefit provisions to the
KRS Board of Trustees. The KRS issues a publicly available financial report that
includes financial statements and required supplementary information for the
CERS. That report may be obtained by writing to Kentucky Retirement Systems,
1260 Louisville Road, Frankfort, Kentucky 40601.

Funding Policy

Plan members hired prior to September 1, 2008 contribute 5% of their annual
creditable compensation, those hired after September 1, 2008 contribute 6%, and
the City contributes 19.55% of annual covered payroll. Employees classified as
hazardous hired prior to September 1, 2008 contribute 8% of their annual
creditable compensation, those hired after September 1, 2008 contribute 9%, and
the City contributes 37.60% of annual covered payroll. The contribution
requirements of the plan members and the City of Henderson are established and
may be amended by the KRS Board of Trustees. Contributions to the CERS for
the years ended June 30, 2013, 2012 and 2011 were equal to the required
contributions for each year and were as follows:

Henderson
City of Municipal Henderson
(HMPL May 31st) Henderson Power & Light Water Utility
Year ended June 30th
2013 $ 4,321,702 $ 539,503 $ 713,923
2012 $ 4,218,400 $ 518,504 $ 908,102

2011 $ 3,811,690 $ 459,118 § 794,962

79



CITY OF HENDERSON, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

18. FUND BALANCE

For governmental funds, fund balance is classified in five categories that comprise a
hierarchy based primarily on the extent to which the City is bound to honor constraints
on the specific purposes for which amounts in those funds can be spent. The five
categories are as follows:

Nonspendable Fund Balance

The nonspendable fund balance classification includes amounts that cannot be spent
because they are either 1) not in spendable form, or 2) legally or contractually required
to be maintained intact. The nonspendable fund balance of the City consists of
amounts not in spendable form such as inventories.

Restricted Fund Balance

The restricted fund balance classification is used when constraints placed on the use of
resources are externally imposed by creditors (such as debt covenants), grantors,
contributors, laws or regulations of other governments, constitutional provisions, or
enabling legislation.

Committed Fund Balance

The committed fund balance classification includes amounts that can only be used for
specific purposes pursuant to constraints imposed by formal action of the City’s highest
level of decision making authority, which would be ordinances or resolutions passed by
the Board of Commissioners of the City. Those committed amounts cannot be used for
any other purpose unless the Board of Commissioners changes the commitments by
ordinance or resolution.

Assigned Fund Balance

The assigned fund balance classification includes amounts constrained by the City’s
intent to be used for specific purposes, but are neither restricted nor committed. Intent
is expressed by either the Board of Commissioners or the City Manager or any other
body or official which they have delegated the authority to assign amounts to be used
for a specific purpose.

Unassigned Fund Balance

The unassigned fund balance classification is the residual classification for the General
Fund. This classification represents spendable fund balance that has not been
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restricted, committed, or assigned to specific purposes within the General Fund. The
General Fund is the only governmental fund that reports a positive unassigned fund
balance.

For expenditure purposes, restricted fund balances are considered to be spent first,
followed in order by committed, assigned, and unassigned fund balances, respectively.

Governmental fund balances consist of the following classifications as of June 30,

2013:

Nonmajor Total
Debt Service Capital Governmental Governmental
Fund Balances General Fund Fund Projects Fund Funds Funds
Nonspendable
Inventories $ 32760 $ - 9 -3 26,408 $ 59,168
32,760 - - 26,408 59,168
Restricted
Debt service - 69,605 - - 69,605
HWU capital projects - - 29,958,480 - 29,958,480
Law enforcement - - - 79,824 79,824
- 69,605 29,958,480 79,824 30,107,909
Committed
Major building projects 1,724 917 - - - 1,724 917
Major equipment buys 370,563 - - - 370,563
Public works - - - 25,504 25,504
Mass transit - - - 123,712 123,712
Law enforcement - - - 32,558 32,558
2,095,480 - - 181,774 2,277,254
Assigned
2014 Budget deficit 1,246,300 - - - 1,246,300
Newman park shelter 50,000 - - - 50,000
1,296,300 - - - 1,296,300
Unassigned 6,038,346 - (265,956) (41,509) 5,730,881
Total fund balances $ 9,462,886 $ 69,605 $29,692524 $ 246,497 $ 39,471,512
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19. HENDERSON MUNICIPAL POWER & LIGHT (HMPL)
Contracts:

HMPL operates the Existing System and pursuant to certain contracts and
agreements described below, reserves power from Station Two which is owned by
HMPL and operated by Big Rivers Electric Corporation (Big Rivers) pursuant to
various lease, assignment, and other agreements between the parties. HMPL
provides retail electric service to the residents of the City of Henderson within its
service territory and also provides wholesale electricity to Big Rivers.

HMPL has entered into certain contracts with Big Rivers relating to Station Two as
follows:

Power Plant Construction and Operation Agreement

Under this agreement, Big Rivers agreed to furnish certain construction and
start-up services for which it was paid out-of-pocket expenses plus overhead
allowances, and to operate Station Two upon completion for which the
Station Two Operator is paid reasonable expenditures allocable to the
operation and maintenance of Station Two, as defined in the agreement. The
original agreement was amended to include an option to extend through the
useful operating life of Station Two. Big Rivers exercised this option in 1998.

Power Sales Contract

Under this agreement, the Station Two Operator purchases all of the Station
Two capacity in excess of the City of Henderson’s requirements. Payments
for capacity purchased by the Station Two Operator are made monthly based
on the portion of Station Two capacity allocated to the Station Two Operator
compared to the total monthly Station Two capacity costs as defined in the
agreement. The original agreement was executed in 1970 and extended
through 2003. During 1993, the agreement was amended to include an
option to extend through the useful operating life of Station Two. Big Rivers
exercised this option in 1998.
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Joint Facilities Agreement

This agreement provides for the continuing joint use by HMPL and the
Station Two Operator of certain auxiliary facilities presently owned and used
by the Station Two Operator at its generating station and of auxiliary facilities
provided by HMPL in connection with the construction of Station Two, which
is located adjacent to the generating station also operated by the Station Two
Operator.

Power sales to the Station Two Operator under the agreement amounted to
$25,097,121 for the fiscal year ended May 31, 2013.

In connection with the negotiations related to the funding and construction of the
Flue Gas Desulfurization System (FGD System) Station Two’s various
aforementioned contracts were amended effective May 31, 1993. Significant
provisions of the amendments include:

The total capacity of Station Two, a factor in determining various Station Two
costs allocations, was reduced as a result of the power required to operate
the FGD System.

Proceeds from the sales of sulfur dioxide emission allowances (Emission
Allowances) will be divided between HMPL and the Station Two Operator
based on current capacity allocation.

FGD System costs, up to the amount of proceeds from the sale of Emission
Allowances, will be borne in the same proportion as the Emission Allowances
are allocated. Additional FGD System costs will be borne in proportion to the
new capacity allocation as determined by the contract amendments.

HMPL will reimburse the Station Two Operator for certain allocated costs of
an existing Big Rivers’ FGD System to be jointly used by the Station Two
Operator and Station Two based upon an allocation formula defined in the
amendments.
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Amounts charged by the Station Two Operator as reasonable expenditures
allocable to the operation and maintenance of Station Two are subject to review
and approval by HMPL. Differences, if any, between amounts originally charged
as allocable by the Station Two Operator and amounts accepted by HMPL are
recorded when a final determination of such amounts is made. Operating
revenues and expenses would be reduced by any amount subsequently
determined not to be allocable to Station Two.

Litigation:

Big Rivers and HMPL are currently involved in litigation concerning the Excess
Henderson Energy at Station Two. The litigation was heard in the Henderson
County Circuit Court and the judge assigned the dispute to arbitration. On May
30, 2012 the Arbitration Panel issued a final ruling in favor of HMPL. Big Rivers
filed a motion with the Kentucky Court of Appeals requesting that the Arbitration
Panel’s ruling be vacated and set aside. The parties are currently waiting on the
Court’s ruling. This legal dispute may continue for several years.

In July 2012, HMPL entered into litigation with the Kentucky Department of Labor
related to the application of prevailing wage rates at Station Two. The litigation
went to trial in December 2012. The Circuit Court ruled in favor of the Labor
Cabinet on May 24, 2013. HMPL has filed an appeal in the Kentucky Court of
Appeals.
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20. HENDERSON WATER UTILITY (HWU)

On August 30, 2007, a Consent Judgment between HWU and the Commonwealth of
Kentucky was accepted by the Franklin Circuit Court under Civil Action 07-CI-1250.
Under the terms of the Consent Judgment, HWU has committed to complete
improvements to its sewer system infrastructure in order to comply with certain
regulatory requirements of the Federal Clean Water Act.

The Consent Judgment required the development of a Long Term Control Plan, which
would identify sewer system infrastructure improvements that when completed would
bring HWU’s combined sewer system into regulatory compliance.

The Long Term Control Plan (LTCP) was submitted to the Kentucky Environmental &
Public Protection Cabinet and the U.S. Environmental Protection Agency (EPA) in
March 2009 and the LTCP was approved by both agencies in April 2012. The projects
identified in the LTCP must be completed no later than December 2017 under an
Administrative Order issued by the EPA.

Several major components of the LTCP have already been completed and other major
components are currently under construction, or are under design. Based upon
construction costs for completed projects; currently approved construction budgets; and
estimated costs for projects under design; the final estimated cost of the LTCP to
satisfy that component of the Consent Judgment is approximately $42 million dollars.
The current estimate of costs remaining as of June 30, 2013 is $14.65 million dollars.
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CITY OF HENDERSON, KENTUCKY
DEFINED BENEFIT PENSION PLANS-REQUIRED SUPPLEMENTARY INFORMATION

Schedules of Funding Progress

Civil Service Pension Plan

Actuarial UAAL asa
Actuaria Accrued Percentage of

Actuarial Vaue of Liability (AAL)  Unfunded Funded Covered Covered
Vauation Assets - Entry age AAL (UAAL) Ratio Payroll Payroll
Date @) (b) (b-a) (alb) (c) ((b-a)c)
6/30/04 $498,728 $1,905,991 $1,407,263 26.2 % $105,410 1,335.0%
6/30/05 403,188 1,955,745 1,552,557 20.6 % 114,920 1,351.0%
6/30/06 316,617 1,898,132 1,581,515 16.7 % 29,702 5,324.6 %
6/30/07 238,758 1,746,550 1,507,792 13.7% 29,702 5,076.4 %
6/30/08 235,035 1,677,673 1,442,638 14.0% 41,424 3,482.6 %
6/30/09 292,282 1,571,137 1,278,855 18.6 % 35,277 3,625.2 %
6/30/10 74,663 1,523,056 1,448,393 49% 36,005 4,022.8 %
6/30/11 - 1,498,608 1,498,608 0.0% 36,899 4,061.4 %
6/30/12 - 1,535,747 1,535,747 0.0% 42,867 3,582.6 %
6/30/13 - 1,340,932 1,340,932 0.0% 43,171 3,106.1 %
Police and Fire Pension Plan

Actuarial UAAL asa

Actuarial Accrued Percentage of

Actuarial Vaue of Liability (AAL)  Unfunded Funded Covered Covered
Valuation Assets -Entry age AAL (UAAL) Ratio Payroll Payroll
Date @) (b) (b-a) (alb) (©) ((b-a)/c)
6/30/04 $ 260,570 $4,434,100 $4,173,529 59% $37,543 11,116.7 %
6/30/05 331,833 4,451,738 4,119,905 75% 39,641 10,393.0%
6/30/06 402,328 4,603,711 4,201,383 8.7% -0- Not applicable
6/30/07 469,739 4,809,574 4,339,835 9.8% -0- Not applicable
6/30/08 495,824 4,781,321 4,285,497 104 % -0- Not applicable
6/30/09 380,205 4,833,147 4,452,942 7.9% -0- Not applicable
6/30/10 - 4,671,290 4,671,290 0.0% -0- Not applicable
6/30/11 - 4,437,007 4,437,007 0.0% -0- Not applicable
6/30/12 - 4,463,789 4,463,789 0.0% -0- Not applicable
6/30/13 - 4,408,308 4,408,308 0.0% -0- Not applicable
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Schedules of Employer Contributions

Civil Service Pension Plan

Annual
Fiscal Annual Percentage Net Required
Year Pension City of APC Pension Contribution Percentage
Ending Costs (APC)  Contributions  Contributions ~ Obligation (ARC) Contributed
6/30/04 $82,311 $88,911 108.0 % $300,553 $ 85,023 105.0 %
6/30/05 91,582 98,138 107.2% 293,997 96,105 102.1 %
6/30/06 117,555 102,465 87.2% 309,087 126,446 81.0%
6/30/07 112,685 136,257 120.9% 285,515 122,033 111.7 %
6/30/08 107,786 238,636 2214% 154,665 116,421 205.0 %
6/30/09 107,107 271,333 253.3% (9,561) 111,784 242.7 %
6/30/10 99,460 12,586 12.7% 77,313 99,171 12.7%
6/30/11 109,851 152,624 138.9% 34,540 112,188 136.0 %
6/30/12 115,391 221,287 191.8% (71,356) 116,436 190.1 %
6/30/13 129,628 216,307 166.9 % (158,035) 127,470 169.7 %
Police and Fire Pension Plan
Annual
Fiscal Annual Percentage Net Required
Year Pension City of APC Pension Contribution Percentage
Ending Costs (APC) Contributions ~ Contributions  Obligation (ARC) Contributed
6/30/04 $ 242,539 $359,532 148.2 % $(551,260) $ 238,705 150.6 %
6/30/05 253,768 373,444 147.2% (670,936) 243,939 153.1%
6/30/06 389,806 379,192 97.3% (660,322) 356,298 106.4 %
6/30/07 396,320 392,639 99.1% (656,641) 363,343 108.1 %
6/30/08 408,110 424,749 104.1 % (673,280) 375,317 113.2%
6/30/09 404,243 291,013 72.0% (560,050) 370,618 78.5%
6/30/10 413,069 16,083 3.9% (163,064) 385,099 42 %
6/30/11 413,213 424,775 102.8 % (174,626) 405,070 104.9%
6/30/12 393,274 418,000 106.3 % (199,352) 384,553 108.7 %
6/30/13 411,939 418,000 101.5 % (205,413) 401,983 103.9 %
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Nonmajor Governmental Funds

For fiscal 2013, the nonmajor governmental funds of the City consist of eight special revenue funds as
described below. This subsection contains combining financial statements whereby the special
revenue funds are combined to present total amounts for the nonmajor governmental funds. Also
presented are budget and actual schedules for the special revenue funds.

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are restricted to expenditure for
particular purposes.

Cemetery The Cemetery Fund accounts for the funds used to operate the City's two cemeteries,
Fernwood and Fairmont.

PWI The Public Way Improvement Fund accounts for funds that finance public works
projects.

HART The Henderson Area Rapid Transit Fund accounts for funds that operate the City bus
system.

911 The Emergency Communications Fund accounts for funds that operate the 911

emergency communications system.

CDBG The Community Development Block Grant Fund accounts for federal grant money
used to rehabilitate low income housing and public facilities.

HOME The HOME Fund accounts for grants used similar to the CDBG Fund except that the
funds are provided through an agency of the Commonwealth of Kentucky.

Police The Police Investigation Fund accounts for funds from property sold seized from
Investigation criminal activities and expended on law enforcement activities.

JAG The Justice Assistance Grant Fund accounts for federal grant money provided for local
law enforcement activities.

Also included at the end of this section are budget and actual schedules for the Debt Service Fund
and the Capital Projects Fund.
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ASSETS

Cash

Receivables

Inventories

Restricted assets:
Cash

Total assets
LIABILITIES
Accounts payable
Accrued wages
Due to other funds

Total liabilities

FUND BALANCES
Nonspendable

Restricted
Committed
Unassigned

Total fund balances

Total liabilities and fund balances

City of Henderson, Kentucky
Combining Balance Sheet
Special Revenue Funds

June 30, 2013

Police

Cemetery PWI HART 911 CDBG HOME Investigation JAG Totals
$ 60 90 $ 314 884 § - $ $ - $ - $ 2,218
26 74,646 158,057 50,117 87,904 - - 370,750
- - 26,408 - - - - 26,408
- - - - - 146,520 9,900 156,420
$ 86 75,606 $184,779 51,001 $ 87,904 $ $ 146,520 $ 9,900 $ 555,796
$ 7,705 40,652 $ 20,590 6,266 $ 41,883 $ $ 76,59 $ - $ 193,692
3,413 9,450 14,069 12,177 - - - 39,109
- - - - 76,498 - - 76,498
11,118 50,102 34,659 18,443 118,381 76,596 - 309,299
- - 26,408 - - - - 26,408
- - - - - 69,924 9,900 79,824
- 25,504 123,712 32,558 - - - 181,774
(11,032) - - - (30,477) - - (41,509)
(11,032) 25,504 150,120 32,558 (30,477) 69,924 9,900 246,497
$ 86 $ 75,606 $184,779 51,001 $ 87,904 $ $ 146,520 $ 9,900 $ 555,796
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REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues

over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

City of Henderson, Kentucky

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Special Revenue Funds
For the Fiscal Year Ended June 30, 2013

Police

Cemetery PWI HART 911 CDBG Investigation JAG Totals
$ - $ 876,024 $ 746,817 $ 74,863 $215862 $ $ 13,783 $ - $ 1,927,349
233,049 - 39,571 578,254 - - - 850,874
142 410 165 80 - 473 38 1,308
- 448 2,532 - - - - 2,980
233,191 876,882 789,085 653,197 215,862 14,256 38 2,782,511
- - - - 246,339 - - 246,339
- - 1,257,386 - - - - 1,257,386
365,041 - - - - - - 365,041
- - - 878,041 - 13,242 - 891,283
- 1,464,907 - - - - - 1,464,907
28,916 - 250,000 - - - - 278,916
393,957 1,464,907 1,507,386 878,041 246,339 13,242 - 4,503,872
(160,766) (588,025) (718,301) (224,844) (30,477) 1,014 38  (1,721,361)
46,000 692,000 695,000 219,000 - - - 1,652,000
46,000 692,000 695,000 219,000 - - - 1,652,000
(114,766) 103,975 (23,301) (5,844) (30,477) 1,014 38 (69,361)
103,734 (78,471) 173,421 38,402 - 68,910 9,862 315,858
$ (11,032) § 25504 $ 150,120 $ 32,558 §$ (30,477) $ $ 69,924 $§ 9,900 $ 246,497

90



City of Henderson, Kentucky

Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Cemetery Fund

For the Fiscal Year Ended June 30, 2013

Budget

Variance with

Original Final Actual Final Budget
$ - $ - $ - $ -
197,000 197,000 233,049 36,049
1,000 1,000 142 (858)
198,000 198,000 233,191 35,191
411,500 411,500 365,041 46,459
32,500 32,500 28,916 3,584
444,000 444,000 393,957 50,043
(246,000) (246,000) (160,766) 85,234
126,000 126,000 46,000 (80,000)
126,000 126,000 46,000 (80,000)
(120,000) (120,000) (114,766) 5,234
103,734 103,734 103,734 -

$ (16,266) $ (16,266) $ (11,032) $ 5,234
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Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Public Way Improvement (PWI) Fund
For the Fiscal Year Ended June 30, 2013

Budget
Variance with
Original Final Actual Final Budget
$ 777,700 $ 777,700 $ 876,024 $ 98,324
300 300 410 110
- - 448 448
778,000 778,000 876,882 98,882
1,479,000 1,554,000 1,464,907 89,093
1,479,000 1,554,000 1,464,907 89,093
(701,000) (776,000) (588,025) 187,975
701,000 776,000 692,000 (84,000)
701,000 776,000 692,000 (84,000)
- - 103,975 103,975
(78,471) (78,471) (78,471) -
$ (78,471) $ (78,471) $ 25504 $ 103,975
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Henderson Area Rapid Transit (HART) Fund
For the Fiscal Year Ended June 30, 2013

Budget
Variance with
Original Final Actual Final Budget
REVENUES
Intergovernmental $ 799,000 $ 1,008,000 $ 746,817 $ (261,183)
Service charges and fees 40,000 40,000 39,571 (429)
Investment income - - 165 165
Miscellaneous - - 2,532 2,532
Total revenues 839,000 1,048,000 789,085 (258,915)
EXPENDITURES
Administration - - - -
Mass transit 1,380,000 1,380,000 1,257,386 122,614
Parks and recreation - - - -
Police - - - -
Public works - - - -
Capital outlays 7,000 232,000 250,000 (18,000)
Total expenditures 1,387,000 1,612,000 1,507,386 104,614
Excess (deficiency) of revenues
over expenditures (548,000) (564,000) (718,301) (154,301)
OTHER FINANCING SOURCES
Transfers in from General Fund 548,000 564,000 695,000 131,000
Total other financing sources 548,000 564,000 695,000 131,000
Net change in fund balance - - (23,301) (23,301)
Fund balance, beginning of year 173,421 173,421 173,421 -
Fund balance, end of year $ 173,421 $ 173,421 $ 150,120 $ (23,301)
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REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

City of Henderson, Kentucky
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

Emergency Communications (911) Fund
For the Fiscal Year Ended June 30, 2013

Budget
Variance with
Original Final Actual Final Budget
$ 129,000 $ 129,000 $ 74,863 $ (54,137)
597,000 597,000 578,254 (18,746)
- - 80 80
726,000 726,000 653,197 (72,803)
1,089,700 1,089,700 878,041 211,659
22,300 22,300 - 22,300
1,112,000 1,112,000 878,041 233,959
(386,000) (386,000) (224,844) 161,156
386,000 386,000 219,000 (167,000)
386,000 386,000 219,000 (167,000)
- - (5,844) (5,844)
38,402 38,402 38,402 -
$ 38,402 $ 38,402 $ 32,558 $ (5,844)
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Community Development Block Grant (CDBG) Fund
For the Fiscal Year Ended June 30, 2013

Budget
Variance with
Original Final Actual Final Budget
REVENUES
Intergovernmental $ 397,000 $ 397,000 $ 215,862 $ (181,138)
Service charges and fees - - - -
Investment income - - - -
Miscellaneous - - - -
Total revenues 397,000 397,000 215,862 (181,138)
EXPENDITURES
Administration 397,000 397,000 246,339 150,661
Mass transit - - - -
Parks and recreation - - - -
Police - - - -
Public works - - - -
Capital outlays - - - -
Total expenditures 397,000 397,000 246,339 150,661
Excess (deficiency) of revenues
over expenditures - - (30,477) (30,477)
OTHER FINANCING SOURCES
Transfers in from General Fund - - - -
Total other financing sources - - - -
Net change in fund balance - - (30,477) (30,477)
Fund balance, beginning of year - - - -
Fund balance, end of year $ - $ - $ (30,477) $ (30,477)
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REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

City of Henderson, Kentucky
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

HOME Fund

For the Fiscal Year Ended June 30, 2013

Budget
Variance with
Original Final Actual Final Budget
$ 264,000 $ 264,000 $ (264,000)
264,000 264,000 (264,000)
264,000 264,000 264,000
264,000 264,000 264,000
$ - $ - $ -
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REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

City of Henderson, Kentucky
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Police Investigation Fund
For the Fiscal Year Ended June 30, 2013

Budget
Variance with
Original Final Actual Final Budget
$ 6,800 $ 6,800 $ 13,783 $ 6,983
200 200 473 273
7,000 7,000 14,256 7,256
80,000 80,000 13,242 66,758
80,000 80,000 13,242 66,758
(73,000) (73,000) 1,014 74,014
(73,000) (73,000) 1,014 74,014
68,910 68,910 68,910 -
$  (4,090) $  (4,090) $ 69,924 $ 74,014
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City of Henderson, Kentucky

Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

REVENUES
Intergovernmental
Service charges and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Administration
Mass transit
Parks and recreation
Police
Public works
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES
Transfers in from General Fund

Total other financing sources
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Justice Assistance Grant (JAG) Fund
For the Fiscal Year Ended June 30, 2013

Budget

Original

Variance with
Final Budget

(13,000)

9,862

13,038

$ (3,138) $

$ 13,038
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City of Henderson, Kentucky

Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Debt Service Fund

For the Fiscal Year Ended June 30, 2013

REVENUES
Intergovernmental
Investment income
Miscellaneous
Total revenues

EXPENDITURES
Debt service:
Principal
Interest
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES

Transfers in from General Fund

Transfers in from Capital Projects Fund
Total other financing sources

Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Budget
Variance with
Original Final Actual Final Budget
$ 665,950 $ 665,950 $ 665,950 $ -
1,160 1,160 983 (177)
- - 242 242
667,110 667,110 667,175 65
1,460,000 1,460,000 1,460,000 -
926,000 926,000 925,391 609
2,386,000 2,386,000 2,385,391 609
(1,718,890) (1,718,890) (1,718,216) 674
775,000 775,000 783,000 8,000
943,890 943,890 935,397 (8,493)
1,718,890 1,718,890 1,718,397 (493)
- - 181 181
69,424 69,424 69,424 -
$ 69424 $ 69424 $ 69,605 $ 181
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City of Henderson, Kentucky

Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Capital Projects Fund

For the Fiscal Year Ended June 30, 2013

REVENUES

Intergovernmental

Investment income
Total revenues

EXPENDITURES

Administration

Fire

Capital outlays

Capital contributions to HWU
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Transfers out to General Fund
Transfers out to Debt Service Fund
Bond issuance
Total other financing sources (uses)

Net change in fund balance
Fund balance, beginning of year

Fund balance, end of year

Budget
Variance with
Original Final Actual Final Budget
$ 6,520,000 $ 6,520,000 $ 3,617,381 $ (2,902,619)
- - 23,026 23,026
6,520,000 6,520,000 3,640,407 (2,879,593)
- - 147,120 (147,120)
8,106 (8,106)
6,520,000 6,520,000 2,820,000 3,700,000
- - 264,547 (264,547)
6,520,000 6,520,000 3,239,773 3,280,227
- - 400,634 400,634
- - (22,475) (22,475)
(944,000) (944,000) (935,397) 8,603
9,919,600 9,919,600 9,730,000 (189,600)
8,975,600 8,975,600 8,772,128 (203,472)
8,975,600 8,975,600 9,172,762 197,162
20,519,762 20,519,762 20,519,762 -
$29,495,362 $29,495,362 $29,692,524 $ 197,162
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STATISTICAL SECTION



Statistical Section

This part of the City of Henderson's comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial statements, note
disclosures, and required supplementary information says about the City's overall financial health.

Contents Page
General Information 102
Financial Trends 105

These schedules contain trend information to help the reader understand how the City's
financial performance and well-being have changed over time.

Revenue Capacity 111
These schedules contain information to help the reader assess the City's most significant local
revenue sources

Debt Capacity 121
These schedules present information to help the reader assess the affordability of the City's
current levels of outstanding debt and the City's ability to issue additional debt in the future.

Demographic and Economic Information 125
These schedules offer demographic and economic indicators to help the reader understand the
environment within which the City's financial activities take place.

Operating Information 128
These schedules contain service and infrastructures data to help the reader understand how
the information in the City's financial report relates to the services the City provides and the
activities it performs.

Sources:
Unless otherwise noted, the information in these schedules is derived from the comprehensive
annual financial reports for the relevant year.
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City of Henderson, Kentucky

General Information

The City

Henderson, originally known as “Red Banks’ in reference to the soil along the banks of the Ohio
River, was first settled in 1797. By the early 1800's the City had grown to 1,000 inhabitants.
The City was incorporated as atown in 1810 and as a City in 1867. In 1922 a commission form
of government was adopted, and in 1966 it was replaced by a city manager form of government.

The Henderson area has grown steadily and is known for its friendly people and southern
hospitality. Henderson ranks as Kentucky’'s eleventh largest city in terms of population.
Henderson is also the home of four governors and two lieutenant governors.

Location

Henderson is the county seat of Henderson
County, Kentucky, and lies on the southern banks
of the Ohio River, one of the nation’s major
waterways, in the western Kentucky coal field
region. Henderson is located 10 miles south of
Evansville, Indiana, and is 140 miles north of
Nashville, Tennessee, 128 miles southwest of
Louisville, Kentucky and 196 miles southeast of
St. Louis, Missouri. Henderson sits on a bluff;
more than 70 feet above the Ohio River's low
water mark, overlooking the river. For years the
local slogan has been “On the Ohio, but never in
it”. Henderson covers 17.9 sguare miles and is
400 feet above sea level.

Industry

The Henderson area is home to severa diverse industries, attracting major manufacturing and
processors in auminum, coal mining, steel, plastics, and agriculture. Localy produced
commodities include aluminum ingot, automotive parts, truck axles and wheels, and poultry
products.
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Churches and Schools
Henderson has over 63 churches representing many major religious denominations.

The county and parochial school systems provide elementary, middle, and secondary school
students with a quality education. The school systems aso have an excellent student-teacher
ratio of 16:1. The school system has eight elementary schools, two junior high schools, one high
school, and one specia education center.

Henderson Community College, a part of the Kentucky Community and Technical College
System, offers two year Associate of Arts and Science degrees. The College aso offers many
adult continuing educational programs as well as providing support to area businesses and
industry through special educational workshops tailored to meet the respective businesses' needs.

Medical Facilities

Henderson is fortunate to have an excellent, 192 bed Methodist Hospital that is staffed by 24
physicians and over 1,000 employees. The facility includes a Level || Neonatal Intensive Care
(NICU), birthing center, ICU, 24-hour physician covered ER, and a comprehensive rehabilitation
center. Four nursing homes are located in the City as well as a state maintained county health
department. Serving the medical needs of Henderson citizens are approximately 75 physicians
and 15 dentists.

Recreation and Culture

Available to area citizens are awide range of recreational and cultural activities. The Henderson
area is home to some of the finest duck and goose hunting in the United States, as well as many
other outdoor activities.

Audubon State Park is home to the John James
Audubon Museum. John James Audubon, the
world-renowned wildlife artist lived in
Henderson and operated a business. The
museum holds an extensive collection of
Audubon’s works. The facility hosts visitors
from al over the world who come to view
Audubon’s works and study his life. Lodging
and camping accommodations can aso be
found at the park. A trail of bronze statues
based on Audubon prints can be found
downtown.
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Municipa parks provide for
picnicking, golfing, tennis, soccer,
swimming, softball, and baseball.
For fishermen, several lakes in the
area are available, and other water
sports may be enjoyed on the Ohio
River.

Community activities include music, theatre, and art. Cultural activities play a magjor role in the
lives of Hendersonians. The 1,000 seat Henderson Fine Arts Center located at the Henderson
Community College provides quality entertainment with many of the top acts in the United
States performing on aregular basis.

The summer is highlighted with the W.C.
Handy Blues and Barbecue Festival. The
Festival is held to honor the life of W.C.
Handy who is known as the “Father of the
Blues’. Handy lived in Henderson and it isin
Henderson where he honed his musical skills.
Many of the top names in jazz and blues
perform at the event. The celebration is
traditionally ended with a dazzling display of
fireworks.

Henderson County High School participates in al major team sports offered by the Kentucky
High School Athletic Association. The school is continually in contention for state titles in
several sports. The recently expanded Henderson Public Library is one of the finest libraries in
the area with well in excess of 112,000 volumes. The library was built in the early 1900's by a
grant provided by Andrew Carnegie. Ellis Park offers live horse racing in the summer and
simulcasting nearly year round.

Government

Henderson operates under a city manager form of government.
The Henderson Board of Commissioners consists of a mayor
and four commissioners el ected by the citizens on a non-partisan
ballot. The mayor is elected for aterm of four years, while the
commissioners are elected for a term of two years. The mayor
and commissioners have equal voting power.

The Commission sets policies that govern the City. It appoints
advisory groups that assist in the decision making process. The
city manager is appointed by the Commission and is responsible
for the day-to-day operations of the City. The department
managers responsible for their various departments report to the
city manager.

104



CITY OF HENDERSON
NET POSITION BY COMPONENT
LAST TEN FISCAL YEARS

(accrual basis of accounting)

2004 2005 2006 a) 2007 2008 2009 2010 2011 2012 2013
Governmental activities
Net investment in capital assets $ 5311939 $ 5648894 $ 28,992,905 $ 26,557,865 $ 26,382,562 $ 25,443,524 $ 22,333,017 $ 21,669,525 $ 22,194,236 $ 23,527,075
Restricted 517,312 530,138 541,152 934,268 5,381 778,755 311,144 228,354 148,196 149,429
Unrestricted 2,304,101 2,908,310 2,534,369 3,675,129 3,819,538 2,489,572 4,659,177 4,643,359 5,163,109 7,635,905

Total governmental activities net position $ 8133352 $ 9,087,342 $ 32068426 $ 31,167,262 $ 30,207481 $ 28,711,851 $ 27,303,338 $ 26541238 $ 27,505541 $ 31,312,409

Business-type activities
Net investment in capital assets $ 2,991,253 2,901,711 $ 3,000,351 $ 2,901,469 $ 2,971,746 $ 3,068422 $ 3,097,074 $ 3,045705 $ 2911634 $ 2,911,911
Unrestricted 8,382,315 7,822,166 6,563,922 5,230,239 3,892,579 3,654,328 3,785,614 3,671,994 3,077,639 3,123,673

©

Total business-type activities net position $ 11373568 $ 10,723877 $ 9564273 $ 8,131,708 $ 6864325 $ 6,722,750 $ 6,882,688 $ 6717699 $ 5989273 $ 6,035,584
Primary government
Net investment in capital assets $ 8303192 $ 8,550,605 $ 31,993,256 $ 29,459,334 $ 29,354,308 $ 28,511,946 $ 25,430,091 $ 24,715230 $ 25,105,870 $ 26,438,986
Restricted 517,312 530,138 541,152 934,268 5,381 778,755 311,144 228,354 148,196 149,429
Unrestricted 10,686,416 10,730,476 9,098,291 8,905,368 7,712,117 6,143,900 8,444,791 8,315,353 8,240,748 10,759,578
Total primary government net position $ 19,506,920 $ 19,811,219 $ 41632699 $ 39298970 $ 37,071,806 $ 35434601 $ 34,186,026 $ 33,258,937 $ 33,494,814 $ 37,347,993

a) In fiscal year 2006, the City of Henderson fully implemented GASB 34.
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CITY OF HENDERSON
CHANGES IN NET POSITION
LAST TEN FISCAL YEARS

(accrual basis of accounting)

2004 2005 2006 a) 2007 2008 2009 2010 2011 2012 2013
Expenses
Governmental activities:
Administration $ 3504510 $ 2,852,944 $ 2,347,787 $ 4,199,901 $ 4,007,520 $ 3,645774 $ 5605945 $ 4,481,821 $ 5800427 $ 4,571,652
Finance 1,669,625 2,026,423 2,130,334 2,259,418 2,417,412 2,407,749 2,452,338 2,663,586 2,715,668 2,522,369
Mass transit 1,127,693 954,634 902,655 952,890 1,164,952 1,200,824 1,331,320 1,373,343 1,379,552 1,373,897
Parks and recreation 1,052,019 1,454,021 1,594,334 1,656,495 1,733,640 1,752,936 1,830,649 1,827,515 1,931,317 1,968,902
Public safety 9,309,616 10,352,496 11,334,251 11,018,065 11,179,873 11,097,829 11,631,711 12,171,884 12,380,137 11,755,095
Public works 2,388,391 3,107,277 4,916,759 5,065,764 4,946,437 5,139,345 5,134,823 5,342,349 5,359,904 5,286,706
Nondepartmental 1,308,577 1,453,683 1,363,796 1,173,052 1,392,650 1,923,248 1,881,343 2,024,182 2,128,359 2,311,163
Interest on long-term debt 239,639 230,231 220,711 269,917 281,184 297,764 306,503 439,480 750,582 925,391
Total governmental activities expenses 20,600,070 22,431,709 24,810,627 26,595,502 27,123,668 27,465,469 30,174,632 30,324,160 32,445,946 30,715,175
Business-type activities:
Gas 19,159,759 21,517,615 28,993,461 24,583,655 30,026,696 24,380,948 19,015,757 18,002,896 14,531,170 15,508,629
Sanitation 1,960,497 1,997,939 2,375,386 2,388,064 2,361,380 2,568,844 2,607,748 2,816,642 2,962,683 2,911,519
Total business-type activities expenses 21,120,256 23,515,554 31,368,847 26,971,719 32,388,076 26,949,792 21,623,505 20,819,538 17,493,853 18,420,148
Total primary government expenses $ 41,720,326 $ 45,947,263 $ 56,179,474 $ 53,567,221 $ 59,511,744 $ 54,415261 $ 51,798,137 $ 51,143,698 $ 49,939,799 $ 49,135,323
Program Revenues
Governmental activities:
Charges for services
Administration $ 2873618 $ 1,892,931 $ 1,799,730 $ 1,620,290 $ 1663236 $ 1,780,138 $ 2,269,632 $ 2,193,280 $ 2,378,914 $ 2,129,121
Finance - 221,444 1,903,007 2,109,001 2,324,014 2,368,766 2,406,292 2,667,698 2,792,566 2,788,812
Mass transit - 34,370 35,091 38,508 45,814 35,781 48,129 43,305 49,456 42,103
Parks and recreation 217,242 306,672 306,829 301,957 310,938 312,951 331,928 362,825 280,165 291,143
Public safety 85,764 413,814 716,936 481,805 761,937 919,361 953,804 1,167,236 912,513 862,244
Public works 35,484 64,503 466,240 80,196 95,649 111,668 169,680 175,876 91,228 104,714
Operating grants and contributions 964,976 3,322,409 2,262,836 3,056,723 2,616,045 2,366,703 2,617,657 3,081,379 3,685,996 3,427,690
Capital grants and contributions 901,449 1,254,164 886,861 105,300 244,931 161,409 795,477 734,901 2,973,862 3,647,262
Total governmental activities
program revenues 5,078,533 7,510,307 8,377,530 7,793,780 8,062,564 8,056,777 9,592,599 10,426,500 13,164,700 13,293,089
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CITY OF HENDERSON
CHANGES IN NET POSITION
LAST TEN FISCAL YEARS

(accrual basis of accounting)

2004 2005 2006 a) 2007 2008 2009 2010 2011 2012 2013
Business-type activities:
Charges for services
Gas $ 20,065,081 $ 22,160,449 $ 29,861,306 $ 24,739,734 $ 29,926,210 $ 24,699,179 $ 20,437,945 $ 19,092,445 $ 15,287,287 $ 16,817,749
Sanitation 1,594,648 1,589,366 1,488,001 1,586,933 2,107,769 2,393,856 2,429,609 2,665,082 2,793,255 2,940,533
Operating grants and contributions - - - - - - - - - 93,820
Total business-type activities
program revenues 21,659,729 23,749,815 31,349,307 26,326,667 32,033,979 27,093,035 22,867,554 21,757,527 18,080,542 19,852,102
Total primary government
program revenues $ 26,738,262 $ 31,260,122 $ 39,726,837 $ 34,120447 $ 40,096,543 $ 35,149,812 $ 32,460,153 $ 32,184,027 $ 31245242 $ 33,145,191
Net (Expense)Revenue
Governmental activities $ (15,521,537) $ (14,921,402) $ (16,433,097) $ (18,801,722) $ (19,061,104) $ (19,408,692) $ (20,582,033) $ (19,897,660) $ (19,281,246) $ (17,422,086)
Business-type activities 539,473 234,261 (19,540) (645,052) (354,097) 143,243 1,244,049 937,989 586,689 1,431,954

Total primary government net expense _$ (14,982,064) $ (14,687,141) $ (16,452,637) $ (19,446,774) $ (19,415201) $ (19,265,449) $ (19,337,984) $ (18,959,671) $ (18,694,557) $ (15,990,132)

General Revenues and Other Changes in Net Position
Governmental activities:

Taxes:
Payroll and net profits $ - $ - $ 1,998,499 $ 5141680 $ 4915111 $ 4,792,685 $ 4,717,128 $ 4,703,133 $ 4942815 $ 5,154,559
Property 3,983,611 4,202,727 4,355,360 4,753,013 5,250,283 5,593,273 6,571,652 6,664,192 7,177,659 7,654,195
Insurance 4,442,749 4,531,904 4,533,359 4,365,717 4,091,311 4,291,149 4,301,984 4,136,526 4,203,745 4,519,282
Other 837,737 655,649 627,676 624,842 746,004 672,452 656,896 694,413 810,567 824,073
Occupational licenses 682,582 610,539 - - - - - - - -
Distributions from component units 3,500,000 3,500,000 1,128,727 1,444,724 1,444,724 1,644,734 1,644,724 1,644,724 1,644,724 1,644,724
Intergovernmental 1,263,360 - - - - - - - - -
Investment earnings 30,192 185,238 196,815 270,582 253,890 73,489 88,136 86,572 66,039 32,121
Miscellaneous 295,682 789,335 - - - - - - - -
Extraordinary item - - - - - (554,720) - - - -
Transfers 1,937,957 1,400,000 2,400,000 1,300,000 1,400,000 1,400,000 1,193,000 1,206,000 1,400,000 1,400,000
Total governmental activities 16,973,870 15,875,392 15,240,436 17,900,558 18,101,323 17,913,062 19,173,520 19,135,560 20,245,549 21,228,954
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Business-type activities:
Investment earnings
Extraordinary item
Transfers

Total business-type activities

Total primary government

Change in Net Position
Governmental activities:
Business-type activities:

Total primary government

CITY OF HENDERSON
CHANGES IN NET POSITION
LAST TEN FISCAL YEARS

(accrual basis of accounting)

2004 2005 2006 &) 2007 2008 2009 2010 2011 2012 2013

$ 18,876 $ 516,048 $ 157,936 $ 464,487 $ 486,714 $ 160,214 $ 108,889 $ 103,022 $ 84,885 $ 14,357

- - - - - 954,968 - - - -
(1,937,957) (1,400,000) (2,400,000) (1,300,000) (1,400,000) (1,400,000) (1,193,000) (1,206,000) (1,400,000) (1,400,000)
(1,919,081) (883,952) (2,242,064) (835,513) (913,286) (284,818) (1,084,111) (1,102,978) (1,315,115) (1,385,643)

$ 15,054,789 $ 14,991,440 $ 12,998,372 $ 17,065045 $ 17,188,037 $ 17,628,244 $ 18,089,409 $ 18,032,582 $ 18,930.434 $ 19,843,311

$ 1452333 $ 953,990 $ (1,192,661) $  (901,164) $  (959,781) $ (1,495630) $ (1,408,513) $  (762,100) $ 964,303 $ 3,806,368
(1,379,608) (649,691) (2,261,604) (1,480,565) (1,267,383) (141,575) 159,938 (164,989) (728,426) 46,311

$ 72,725 % 304,299 $ (3,.454,265) $ (2,381,729) $ (2,227,164) $ (1,637,205) $ (1,248575) $ (927,089) $ 235,877 $ 3,853,179

a) In fiscal year 2006, the City of Henderson fully implemented GASB 34.
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General Fund
Reserved
Unreserved
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total general fund

All Other Governmental Funds
Reserved, reported in:
Permanent funds
Capital projects fund
Debt service fund
Special revenue funds
Unreserved, reported in:
Capital projects fund
Special revenue funds
Nonspendable
Special revenue funds
Restricted
Debt service fund
Capital projects fund
Special revenue funds
Committed
Special revenue funds
Assigned
Unassigned
Capital projects fund
Special revenue funds

Total all other governmental funds

CITY OF HENDERSON
FUND BALANCES OF GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS

(modified accrual basis of accounting)

2004 2005 2006 a) 2007 2008 2009 2010 2011 b) 2012 2013
$ 30,168 $ -8 - $ 850000 $ 590,000 $ 590,000 $ 1,095,872
3,821,230 3,377,314 2,648,312 3,157,175 4,019,711 4,692,077 5,932,799
$ 1217335 $ 39087 $ 32,760
955,573 1,130,781 2,095,480
988,500 837,000 1,296,300
3,836,690 5,592,998 6,038,346
$ 3,851,398 $ 3,377,314 $ 2,648,312 $ 4,007,175 $ 4,609,711 $ 5282077 $ 7,028,671 $ 6,998,098 $ 7,599,866 $ 9,462,886
$ 517,312 $ 530,138 $ 541,152 $ 567,511 $ 602,345 $ - % -
- - - 261,792 - - -
- - - 104,965 189,964 139,515 706
- - - - - 639,240 333,266
- - - - (786,928)  (1,956,097)  (1,729,492)
531,591 796,618 678,094 656,430 659,060 435,242 474,272
$ 23120 $ 24852 $ 26,408
924 69,424 69,605
11,702,613 21,172,367 29,958,480
227,430 78,772 79,824
566,741 300,912 181,774
(380,048) (652,605) (265,956)
(1,800) (78,470) (41,509)
$ 1,048,903 $ 1,326,756 $ 1,219,246 $ 1,590,698 $ 664,441 $ (742,100) $ (921,248) $ 12,138,980 $ 20,915,252 $ 30,008,626

a) In fiscal year 2006, the City of Henderson fully implemented GASB 34.
b) In fiscal year 2011, the City of Henderson fully implemented GASB 54.
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CITY OF HENDERSON
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS

(modified accrual basis of accounting)

2004 2005 2006 a) 2007 2008 2009 2010 2011 2012 2013

Revenues
Taxes $ 9,390,280 $ 11,514,894 $ 14,885,252 $ 15,002,709 $ 15,002,709 $ 15,349,559 $ 16,247,660 $ 16,198,264 $ 17,134,786 $ 18,152,109
Charges for services 556,876 663,766 990,955 1,026,292 1,242,500 1,349,938 1,460,316 1,435,183 1,388,763 1,379,948
Investment income 30,192 178,720 175,858 248,288 241,715 69,672 86,892 85,107 64,712 30,176
Licenses and permits 682,582 706,375 194,993 101,080 86,230 73,827 88,624 102,046 77,643 81,091
Intergovernmental revenue 4,274,985 4,576,573 4,724,916 4,904,924 4,913,514 4,867,253 5,825,278 6,385,784 9,204,912 9,529,693
Distributions from component units 3,500,000 3,500,000 1,128,727 1,444,724 1,444,724 1,644,734 1,644,724 1,644,724 1,644,724 1,644,724
Other 375,346 178,587 370,979 268,234 317,790 262,959 506,111 252,000 275,645 320,790
Total revenues 18,810,261 21,318,915 22,471,680 22,996,251 23,249,182 23,617,942 25,859,605 26,103,108 29,791,185 31,138,531
Expenditures
Administration 1,431,563 1,007,131 1,025,138 2,596,582 2,072,530 2,277,438 2,517,239 2,627,053 2,561,360 2,592,453
Finance 1,579,727 1,884,715 1,987,523 2,065,065 2,274,800 2,326,392 2,426,737 2,610,767 2,620,612 2,503,295
Public safety 8,934,903 9,811,606 10,685,174 10,268,009 10,630,489 10,626,785 11,192,621 11,865,141 12,124,460 11,348,620
Public works 2,308,424 2,957,253 3,122,916 3,241,802 3,006,808 3,225,161 3,207,831 3,439,486 3,476,855 3,414,197
Parks & recreation 895,704 1,326,786 1,424,947 1,473,393 1,526,873 1,555,361 1,607,810 1,616,671 1,730,432 1,620,578
Non-departmental 1,308,577 1,453,683 1,363,796 1,173,052 1,392,650 1,923,248 1,881,343 2,024,182 2,128,359 2,311,163
Mass transit 1,127,693 886,039 860,592 884,040 1,091,239 1,124,891 1,193,074 1,271,873 1,295,020 1,257,386
Capital outlay 3,397,583 1,170,700 2,001,662 3,322,931 2,044,193 1,282,849 793,698 1,562,152 4,703,361 3,614,507
Capital contributions to HWU - - - - - - - - 1,363,929 264,547
Debt service:

Interest 239,639 230,231 220,711 269,917 281,184 297,764 306,503 439,480 750,582 925,391

Principal 593,680 300,000 423,755 2,391,669 652,137 557,508 358,303 360,000 955,000 1,460,000

Other charges - - - - - - - 27,648 72,175 -
Total expenditures 21,817,493 21,028,144 23,116,214 27,686,460 24,972,903 25,197,397 25,485,159 27,844,453 33,782,145 31,312,137
Excess of revenues over (under)

expenditures (3,007,232) 290,771 (644,534) (4,690,209) (1,723,721) (1,579,455) 374,446 (1,741,345) (3,990,960) (173,606)
Other Financing Sources (Uses)
Transfers in 3,452,761 3,290,783 3,818,766 3,596,374 2,802,811 2,797,000 2,974,500 5,686,761 4,103,218 4,792,872
Transfers out (1,514,805) (1,890,783) (1,418,766) (2,296,374) (1,402,811) (1,397,000) (1,781,500) (4,480,761) (2,703,218) (3,392,872)
Insurance recovery - - 328,914 - - - - - - -
Proceeds from loans 800,000 - 325,422 5,237,981 - - - 13,730,000 12,080,000 9,730,000
Bond refundings - - - - - - - (1,310,000) - -
Sale of land - - - - - - - 1,145,000 (111,000) -
Other - - 124,044 - - - - - - -
Total other financing sources (uses) 2,737,956 1,400,000 3,178,380 6,537,981 1,400,000 1,400,000 1,193,000 14,771,000 13,369,000 11,130,000
Extraordinary item - - - - - (554,720) - - - -
Net change in fund balances $ (269,276) $ 1.690,771 $ 2533846 $ 1847772 $ (323,721) $ (734,175) $ 1,567,446 $ 13,029,655 $ 9,378,040 $ 10,956,394
Debt service as a percentage of

noncapital expenditures 4.5% 2.7% 3.1% 10.9% 4.1% 3.6% 2.7% 3.0% 5.9% 8.6%

a) In fiscal year 2006, the City of Henderson fully implemented GASB 34.
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CITY OF HENDERSON

GENERAL GOVERNMENTAL TAX REVENUE BY SOURCE

LAST TEN FISCAL YEARS

Real &
Fiscal Personal Insurance Bank
Year Total Property Premiums Payroll Net Profits Franchise Deposits
2004 $ 9,005,832 $ 3,983,611 $ 4,442,749 470,138 109,334
2005 9,390,280 4,202,727 4,531,904 548,838 106,811
a) 2006 11,514,894 4,355,360 4,533,359 1,416,329 582,169 521,405 106,271
2007 14,885,252 4,753,013 4,365,717 4,172,189 969,491 511,027 113,815
2008 15,002,709 5,250,283 4,091,311 b) 4,192,856 722,255 c) 628,633 117,371
2009 15,349,559 5,593,273 4,291,149 4,017,229 775,456 555,857 116,595
2010 16,247,660 6,571,652 d) 4,301,984 3,946,880 770,248 531,854 125,042
2011 16,198,264 6,664,192 4,136,526 4,046,269 656,864 c) 561,308 133,105
2012 17,134,786 7,177,659 4,203,745 4,194,962 747,853 677,159 133,408
2013 18,152,109 7,654,195 4,519,282 4,265,067 889,492 677,113 146,960

a) The City of Henderson implemented a 1% payroll/net profits tax in 2005 - 2006. The first payments were received in January 2006.

b) The City of Henderson had several requests for large refunds of insurance premium taxes.

¢) The City of Henderson had several requests for large refunds of net profit taxes.

d) Starting in fiscal 2010, the City of Henderson allocated 100% of property tax revenue to the General Fund.
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CITY OF HENDERSON
ASSESSED VALUE AND ACTUAL VALUE OF TAXABLE PROPERTY
LAST TEN FISCAL YEARS

(in thousands of dollars)

Fiscal Real Personal Bank

Year Estate (a) Property (a) Deposits (b) Total
2004 $ 811,082 $ 117,263 $ 446,261 $ 1,374,606
2005 844,235 115,836 435,962 1,396,033
2006 871,253 118,484 433,758 1,423,495
2007 912,708 109,100 464,553 1,486,361
2008 1,007,360 113,282 479,065 1,599,707
2009 1,051,673 120,011 475,900 1,647,584
2010 1,071,441 144,539 510,373 1,726,353
2011 1,079,090 125,452 543,287 1,747,829
2012 1,095,301 131,246 544,520 1,771,067
2013 1,101,286 133,508 598,793 1,833,587

Note: Records of estimated actual value of taxable property are not maintained by the City of Henderson.

Assessments on motor vehicles are not included as the State of Kentucky collects the taxes
when vehicles are licensed.
Franchise taxes are not included as the State of Kentucky collects the taxes.

a) Source: Henderson County Property Valuation Administrator
b) Source: Commonwealth of Kentucky, Department of Revenue, Office of Property Valuation
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CITY OF HENDERSON, KENTUCKY
DETAIL OF ASSESSED VALUE and ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY
LAST TEN FISCAL YEARS

Real Estate
Total
Residential Farm Commercial Mobile Home Less: Total Taxable Direct Estimated
Fiscal Real Real Real Real Tax Exempt Real Real Estate Actual Tax
Year Estate Estate Estate Estate Property Other Estate Tax Rate Value
2004 $ 594,270,664 $ 2,245,720 $ 265,361,382 $ 9,785,685 $ 60,581,405 $ - $ 811,082,046 $ 0.00413 $ 3,349,769
2005 620,601,136 2,473,520 272,039,540 9,772,693 60,651,490 - 844,235,399 0.00426 3,596,443
2006 647,525,285 2,660,120 276,198,707 9,374,258 64,505,692 - 871,252,678 0.00427 3,720,249
2007 674,471,421 2,558,520 290,722,270 9,133,994 64,178,212 - 912,707,993 0.00444 4,052,423
2008 725,651,226 2,618,945 338,492,540 8,937,734 68,340,708 - 1,007,359,737 0.00440 4,432,383
2009 752,841,974 2,729,830 356,084,864 8,930,363 68,914,133 - 1,051,672,898 0.00460 4,837,695
2010 771,246,458 2,901,145 364,428,870 8,842,981 75,978,542 - 1,071,440,912 0.00466 4,992,915
2011 777,522,794 2,901,145 367,906,368 8,668,612 77,908,839 - 1,079,090,080 0.00486 5,244,378
2012 784,181,028 3,014,722 379,700,845 6,779,520 78,375,555 - 1,095,300,560 0.00521 5,706,516
2013 786,359,573 3,022,322 385,853,285 6,803,920 80,752,738 - 1,101,286,362 0.00542 5,968,972
Personal
Total
Manufacturer's Goods Work Total Taxable Direct Estimated
Fiscal Furniture/ Merchant's Finished Stored in In Personal Personal Actual Tax
Year Fixtures Inventory Goods Warehouse Progress Other Property Tax Rate Value
2004 $ 52,752,060 $ 45,010,218 $ 14,941,575 $ 151,318 $ 29,443 $4,378,296 $ 117,262,910 $ 0.00497 $ 582,797
2005 50,321,823 45,058,181 17,133,371 553,833 29,443 2,738,982 115,835,633 0.00540 625,512
2006 49,849,312 49,057,365 15,398,780 559,614 3,831 3,614,793 118,483,695 0.00536 635,073
2007 51,543,336 41,904,742 11,919,031 195,469 149,888 3,387,361 109,099,827 0.00634 691,693
2008 51,130,945 46,560,846 12,511,973 1,125 - 3,076,904 113,281,793 0.00668 756,722
2009 59,221,937 40,850,867 16,689,747 106,095 - 3,142,261 120,010,907 0.00688 825,675
2010 57,986,626 57,503,339 21,538,243 1,056,284 2,457,177 3,997,125 144,538,794 0.00590 852,779
2011 56,439,817 53,952,590 11,762,126 152,327 66,739 3,078,617 125,452,216 0.00714 895,729
2012 52,850,006 46,594,388 12,820,482 13,737,384 1,385,767 3,858,178 131,246,205 0.00743 975,159
2013 52,091,144 53,770,713 12,519,762 8,528,020 1,484,755 5,113,377 133,507,771 0.00750 1,001,308

Note: Records of estimated actual value of taxable property are not maintained by the City of Henderson.
Assessments on motor vehicles are not included as the State of Kentucky collects the taxes when vehicles are licensed.

Source: Henderson County Property Valuation Administrator
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CITY OF HENDERSON
PROPERTY TAX RATES
DIRECT AND OVERLAPPING GOVERNMENTS
PER $100 OF NET ASSESSED VALUATION
LAST TEN FISCAL YEARS

Real property: Direct Overlapping

Police and Civil General Total

Firemen's  Service Fund County City
Year Pension Pension Debt Operations City Schools State County Library Health Extension Resident
2004 0.0329 0.0101 - 0.3717 0.4147 0.4450 0.1330 0.0980 0.0450 0.0260 0.0170 1.1787
2005 0.0337 0.0086 - 0.3837 0.4260 0.4500 0.1310 0.1010 0.0470 0.0260 0.0180 1.1990
2006 0.0337 0.0086 - 0.3847 0.4270 0.4620 0.1310 0.1060 0.0490 0.0260 0.0190 1.2200
2007 0.0337 0.0116 - 0.3987 0.4440 0.4650 0.1280 0.1110 0.0520 0.0260 0.0200 1.2460
2008 0.0325 0.0185 0.0384 0.3506 0.4400 0.4640 0.1240 0.1150 0.0550 0.0260 0.0210 1.2450
2009 0.0210 0.0210 0.0290 0.3890 0.4600 0.4700 0.1220 0.1180 0.0590 0.0260 0.0220 1.2770
2010 - - - 0.4660 0.4660 0.4770 0.1220 0.1180 0.0630 0.0260 0.0230 1.2950
2011 - - - 0.4860 0.4860 0.5000 0.1220 0.1180 0.0690 0.0260 0.0250 1.3460
2012 - - - 0.5210 0.5210 0.5170 0.1220 0.1180 0.0740 0.0260 0.0270 1.4050
2013 - - - 0.5420 0.5420 0.5300 0.1220 0.1180 0.0780 0.0260 0.0270 1.4430

Personal property: Direct Overlapping

Police and Civil General Total

Firemen's  Service Fund County City
Year Pension Pension Debt Operations City Schools State County Library Health Extension Resident
2004 0.0396 0.0084 - 0.4473 0.4953 0.4450 0.4500 0.1070 0.0523 0.0260 0.0206 1.5962
2005 0.0337 0.0086 - 0.4977 0.5400 0.4500 0.4500 0.1230 0.0611 0.0260 0.0244 1.6745
2006 0.0337 0.0086 - 0.4937 0.5360 0.4620 0.4500 0.1330 0.0660 0.0260 0.0267 1.6997
2007 0.0337 0.0116 - 0.5887 0.6340 0.4650 0.4500 0.1580 0.0793 0.0260 0.0318 1.8441
2008 0.0325 0.0185 0.0384 0.5786 0.6680 0.4660 0.4500 0.1750 0.0897 0.0260 0.0357 1.9104
2009 0.0210 0.0210 0.0290 0.6170 0.6880 0.4700 0.4500 0.1750 0.0910 0.0260 0.0354 1.9354
2010 - - - 0.5900 0.5900 0.4770 0.4500 0.1750 0.0860 0.0260 0.0328 1.8368
2011 - - - 0.7140 0.7140 0.5000 0.4500 0.1750 0.0993 0.0260 0.0376 2.0019
2012 - - - 0.7430 0.7430 0.5170 0.4500 0.1750 0.1089 0.0260 0.0415 2.0614
2013 - - - 0.7500 0.7500 0.5300 0.4500 0.1750 0.1064 0.0260 0.0413 2.0787

Source: Kentucky Department of Revenue

Note: Excluding new property, the City of Henderson cannot increase its property tax revenue by more than 4% annually without a popular referendum.
Overlapping rates are those of state, county and local governments that apply to property owners within the City of Henderson.
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CITY OF HENDERSON
AD VALOREM TAX RATES
DIRECT AND OVERLAPPING GOVERNMENTS
PER $100 OF NET ASSESSED VALUATION
LAST TEN FISCAL YEARS

Real property: Direct Overlapping
Total
County City

Year City Schools State County Library Health Extension Resident

2004 0.4130 0.4450 0.1330 0.0980 0.0450 0.0260 0.0170 1.1770
2005 0.4260 0.4500 0.1310 0.1010 0.0470 0.0260 0.0180 1.1990
2006 0.4270 0.4620 0.1310 0.1060 0.0490 0.0260 0.1900 1.3910
2007 0.4440 0.4650 0.1280 0.1110 0.0520 0.0260 0.0200 1.2460
2008 0.4400 0.4640 0.1240 0.1150 0.0550 0.0260 0.0210 1.2450
2009 0.4600 0.4700 0.1220 0.1180 0.0590 0.0260 0.0220 1.2770
2010 0.4660 0.4770 0.1220 0.1180 0.0630 0.0260 0.0230 1.2950
2011 0.4860 0.5000 0.1220 0.1180 0.0690 0.0260 0.0250 1.3460
2012 0.5210 0.5170 0.1220 0.1180 0.0740 0.0260 0.0270 1.4050
2013 0.5420 0.5300 0.1220 0.1180 0.0780 0.0260 0.0270 1.4430

Personal property:

2004 0.4970 0.4450 0.4500 0.1070 0.0523 0.0260 0.0206 1.5979
2005 0.5400 0.4500 0.4500 0.1230 0.0611 0.0260 0.0244 1.6745
2006 0.5360 0.4620 0.4500 0.1330 0.0660 0.0260 0.0267 1.6997
2007 0.6340 0.4650 0.4500 0.1580 0.0793 0.0260 0.0318 1.8441
2008 0.6680 0.4660 0.4500 0.1750 0.0897 0.0260 0.0357 1.9104
2009 0.6880 0.4700 0.4500 0.1750 0.0910 0.0260 0.0354 1.9354
2010 0.5900 0.4770 0.4500 0.1750 0.0860 0.0260 0.0328 1.8368
2011 0.7140 0.5000 0.4500 0.1750 0.0993 0.0260 0.0376 2.0019
2012 0.7430 0.5170 0.4500 0.1750 0.1089 0.0260 0.0415 2.0614
2013 0.7500 0.5300 0.4500 0.1750 0.1064 0.0260 0.0413 2.0787

Source: Kentucky Department of Revenue

115



TOP TEN TAXPAYERS
LAST TEN FISCAL YEARS

CITY OF HENDERSON, KENTUCKY

Company Type of Tax 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Kentucky Farm Bureau Insurance Insurance premium tax 392,174 $ 400,515 $ 387,260 $ 399,568 $ 410,043 $ 425793 $ 456,374 $ 486,160 $ 521,020 $ 549,560
Commonwealth of Kentucky - Telecom (a)  Franchise tax - - - 315,994 316,101 315,991 316,068 316,044 311,957 307,895
Bellsouth Telecommunications / AT&T 911 tax/Franchise fees 158,529 203,391 270,679 200,665 280,409 283,255 277,972 285,083 281,144 274,277
State Farm Mutual Automobile Insurance Insurance premium tax 171,549 172,297 173,236 172,002 161,049 175,243 176,025 192,829 225,066 256,612
State Farm Fire & Casualty Company Insurance premium tax - - 114,716 114,810 116,277 127,469 144,505 163,885 211,115
Insight Communications (a) 911 tax/Franchise fees 285,073 325,312 236,649 - 225,568 192,960 214,889 237,779 232,997 198,050
Big Rivers Electric Corporation Franchise tax - - - - - - - - 172,549 179,717
Cincinnati Insurance Company Insurance premium tax 102,818 - 113,508 100,644 96,125 115,878 127,925 136,640 138,131 156,094
United Healthcare Insurance premium tax 143,431 145,257 161,039 147,950 197,205 224,861 188,973 177,349 163,636 147,451
Anthem Life & Health Insurance Company  Insurance premium tax - - - - - - - - - 112,956
Progressive Casualty Insurance Company  Insurance premium tax - - - 133,516 152,869 150,993 148,370 123,904 108,966 -
West American Insurance Company Insurance premium tax 106,617 116,083 118,402 118,984 120,170 110,157 103,134 95,201 - -
Grange Mutual Insurance premium tax 134,139 137,350 131,073 122,680 - - - - -
Midland National Life Insurance Company  Insurance premium tax - - 199,991 - - - - - - -
West Coast Life Insurance Company Insurance premium tax - 200,573 - - - - - - - -
HCC Life Insurance Company Insurance premium tax - 117,644 - - - - - - - -
Progressive Northern Insurance Co. Insurance premium tax 109,319 - - - - - - - - -
Allstate Insurance Company Insurance premium tax 108,017 - - - - - - - - -
Total $ 1,711,666 $ 1,818,422 $ 1,791,836  $ 1,826,719 $ 2,074,348 $ 2,111,408 $ 2,137,198 $ 2,195494 $ 2,319,351 $ 2,393,727

a) Starting in July 2006, the Commonwealth of Kentucky mandated per House Bill 272 that all revenue from multichannel video programming service providers and an array of
communications services providers, including telephone services, be sent to the State and then distributed to local governments based on an elaborate formula.
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CITY OF HENDERSON , KENTUCKY
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN FISCAL YEARS

Total Tax Collected within the Fiscal Year of

Levy for the Levy Collections in Total Collections to Date
Fiscal Year Percentage of subsequent Percentage

Fiscal Year (a) Amount Levy years (b) Amount of Levy
2004 $ 3,900,800 N/A N/A N/A $ 3,889,975 99.7%
2005 4,173,261 $ 4,122,781 98.8% $ 40,579 4,163,360 99.8%
2006 4,301,791 4,247,636 98.7% 41,515 4,289,151 99.7%
2007 4,703,911 4,647,361 98.8% 41,618 4,688,979 99.7%
2008 5,136,824 5,064,159 98.6% 53,873 5,118,032 99.6%
2009 5,596,653 5,491,093 98.1% 72,282 5,563,375 99.4%
2010 5,785,861 5,692,217 98.4% 66,111 5,758,329 99.5%
2011 6,065,067 5,959,466 98.3% 60,689 6,020,155 99.3%
2012 6,555,992 6,446,468 98.3% 58,862 6,505,330 99.2%
2013 6,908,481 6,827,927 98.8% - 6,827,927 98.8%

N/A: The City installed a new property tax software in fiscal year 2005.
Information prior to 2005 is not available in this format.

(@) Net of all corrections, additions, and deletions
(b) Collections as of June 30, 2013
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Type of Customer

Residential
Commercial
Industrial
Municipal

Total Sold
Delivered only
Pipeline distribution use

(net of losses)
Total Disposition

CITY OF HENDERSON, KENTUCKY

NATURAL GAS VOLUME BY CUSTOMER TYPE
LAST TEN CALENDAR YEARS

(all amounts in thousand cubic feet)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
708,087 611,354 613,872 513,033 558,863 622,342 566,728 589,839 519,927 455,233
338,998 337,788 341,802 319,357 331,896 371,493 342,366 366,061 341,617 294,765
1,690,014 1,844,269 1,579,765 1,807,274 1,881,901 2,147,867 d) 1,967,828 2,165,540 2,202,345 2,160,308
- - - - 6,428 b) 7,875 6,882 7,543 7,614 5,564
2,737,099 2,793,411 2,535,439 2,639,664 2,779,088 3,149,577 2,883,804 3,128,983 3,071,503 2,915,870

356,232 399,848 360,747 358,538 331,305 - d) - - - -
(2,302) a) 1,352 1,037 1,926 3,647 c) 1,733 4,628 e) 2,796 3,201 2,125
3,091,029 3,194,611 2,897,223 3,000,128 3,114,040 3,151,310 2,888,432 3,131,779 3,074,704 2,917,995

a) The department reported a loss from leaks, migration, damage and/or accidents of 2,780.
b) Prior to 2007, Municipal consumption was included in Commercial.
c) The department reported a loss from leaks, migration, damage and/or accidents of 2,634.

d) A transport customer is now a sales service customer and now reflected in industrial.
e) The department reported a loss from a ice storm of 2,250.

Source: Gas Department

118



CITY OF HENDERSON, KENTUCKY

NATURAL GAS SOLD BY CUSTOMER TYPE
LAST TEN CALENDAR YEARS
(all amounts in thousands)

Type of Customer 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Residential $ 6,595 $ 6,028 $ 8,064 $ 6421 $ 6,594 $ 7,715 $ 5925 $ 6,142 $ 5,286 $ 4,356
Commercial 2,972 3,023 4,120 3,899 3,671 4,542 2,967 3,196 2,774 2,105
Industrial 10,913 12,704 16,702 16,612 15,147 22,049 10,524 11,460 10,907 8,294
Total Sold $ 20,480 $ 21,755 $ 28,886 $ 26,932 $ 25,413 $ 34306 a) $ 19416 b) $ 20,798 $ 18,967 $ 14,755

a) During 2008, the energy market experienced unusually high prices.

b) Due to the global recession, demand for natural gas decreased and energy prices followed.

Note: The City of Henderson receives its gas free of charge from the gas department.

Source: Gas Department
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CITY OF HENDERSON, KENTUCKY
NATURAL GAS RATES
RESIDENTIAL CUSTOMERS
LAST TEN FISCAL YEARS

Fiscal Monthly Rate per 1,000
Year Base Rate cubic feet

2004 $ 4.50 $ 1.85
2005 4.50 1.85
2006 4.50 1.85
2007 4.50 1.85
2008 4.50 1.85
2009 a) 12.00 2.25
2010 12.00 2.25
2011 12.00 2.25
2012 12.00 2.25
2013 12.00 2.25

Source: Gas department

a) On May 12, 2009 the City increased the monthly base rate and
the rate per 1,000 cubic feet.

Note: The City Commission can, and has on certain occasions,
changed the rate due to high gas rates or cold weather.
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CITY OF HENDERSON
DIRECT and OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT
As of JUNE 30, 2013

Estimated
Percentage Estimated Share of
Governmental Unit Debt Outstanding Applicable (a) Overlapping Debt
Debt repaid with property taxes
Henderson County Schools (c) $ 21,490,000 52.42% (b) $ 11,265,058
Henderson County (d)
Henderson County Public Properties Corp. 4,314,650 52.42% (b) 2,261,740
Subtotal, overlapping debt $ 13,526,798
City direct debt 37,395,000
Total direct and overlapping debt $ 50,921,798

Note: This exhibit excludes the debt to be retired by the City's component units through rates. Overlapping governments are
those that coincide, at least in part, with the geographic boundaries of the City. This schedule estimates the portion of
the outstanding debt of those overlapping governments that is borne by the residents and businesses of the City of
Henderson. This process recognizes that, when considering the City's ability to issue and repay long-term debt, the
entire debt burden borne by the residents and businesses should be taken into account.

a) For debt repaid with property taxes, the percentage of overlapping debt applicable is estimated using taxable assessed
property values. Applicable percentages were estimated by determining the portion of another governmental unit's
taxable assessed value that is within Henderson's boundaries and dividing it by each unit's total taxable assessed
value.

b) Determined by the ratio of assessed valuation of property subject to taxation in the City of Henderson to the value of
property in the overlapping units.

c) Obtained from audit of the Henderson County Board of Education for fiscal year 2013.

d) Obtained from the Henderson County Treasurer's Office, does not include Judicial Center.
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Water and Sewer Revenue Bonds

CITY OF HENDERSON , KENTUCKY
PLEDGED - REVENUE COVERAGE
WATER & SEWER and ELECTRIC COMMISSIONS
LAST TEN FISCAL YEARS
(all amounts in thousands)

Electric Revenue Bonds

Utility Less: Net Debt Service Requirements Net Debt Service Requirements

Fiscal Operating Operating Available Operating  Operating Available Fiscal
Year Revenues Expenses Revenue Principal Interest Total Coverage Revenues Expenses Revenue Principal Interest Total Coverage Year
2004 $ 11,378 $ 8247 $ 3131 % 522 $ 632 $ 1,154 2.71 $ 39,163 $ 36,559 $ 2,604 $ - $ - - N/A 2004
2005 11,617 8,896 2,721 568 549 1,117 2.44 40,141 36,584 3,557 - - - N/A 2005
2006 13,250 9,132 4,118 537 555 1,092 3.77 48,499 45,707 2,792 - - - N/A 2006
2007 14,657 9,946 4,711 546 528 1,074 4.39 42,978 38,097 4,881 - - - N/A 2007
2008 14,723 10,416 4,307 700 500 1,200 3.59 56,938 52,500 4,438 - - - N/A 2008
2009 14,688 10,604 4,084 739 651 1,390 2.94 56,575 50,788 5,787 - - - N/A 2009
2010 14,747 10,789 3,958 763 613 1,376 2.88 53,365 49,438 3,927 - - - N/A 2010
2011 16,108 11,740 4,368 812 696 1,508 2.90 55,426 50,472 4,954 - - - N/A 2011
2012 15,734 11,883 3,851 1,313 886 2,199 1.75 60,033 57,245 2,788 - 452 452 6.17 2012
2013 17,025 11,522 5,503 2,482 957 3,439 1.60 64,041 60,662 3,379 570 510 1,080 3.13 2013

Note:  Operating expenses do not include interest, depreciation, or amortization expenses.
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CITY OF HENDERSON , KENTUCKY
RATIOS of OUTSTANDING DEBT by TYPE
LAST TEN FISCAL YEARS

General Business-
Bonded Other Governmental Activities Type
Debt Debt Activities
Percentage of
General Actual Taxable Actual Taxable Bond Percentage
Obligation Value of Value of Anticipation Capital Total Primary Per Capita of Personal
Year Bonds Property Property Population Per Capita Note Capital Leases Leases Government d) Per Capita Income Income
2004 - $ 1,356,348,000 0.00% 27,542 N/A $ 4855000 a) $ 106,690 $ 4,961,690 $ 180 $ 25,356 0.71%
2005 - 1,374,606,000 0.00% 27,666 N/A 4,555,000 54,218 4,609,218 167 26,232 0.64%
2006 - 1,396,033,000 0.00% 27,666 N/A 4,534,667 - 4,534,667 164 26,232 0.62%
2007 $ 5,230,000 1,423,495,000 0.37% 27,768 $ 188 2,277,948 - 7,507,948 b) 270 26,232 1.03%
2008 5,005,000 1,486,361,000 0.34% 27,768 180 1,850,811 - 6,855,811 247 28,259 0.87%
2009 4,775,000 1,599,707,000 0.30% 27,933 171 $ 1,583,737 o) 1,523,303 - 7,882,040 282 29,434 0.96%
2010 4,535,000 1,647,584,000 0.28% 27,952 162 1,583,737 1,405,000 - 7,523,737 269 31,265 0.86%
2011 18,000,000 1,747,829,333 1.03% 28,757 626 - - - 18,000,000 626 31,265 2.00%
2012 29,125,000 1,771,066,893 1.64% 28,853 1,009 - - - 29,125,000 1,009 31,265 3.23%
2013 37,395,000 1,833,587,019 2.04% 28,911 1,293 - - - 37,395,000 1,293 32,311 4.00%

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statements.

a) In addition to $4.06 million in capital leases, the City issued $800,000 of new leases in 2004.

b) In addition to $2.3 million in capital leases, the City issued $5.23 million in general obligation bonds in 2007.
¢) In 2009, the City drew down $1.6 million of a $4.0 million bond anticipation note.

d) Includes general bonded debt, other governmental activities debt, and business-type activities debt.
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CITY OF HENDERSON, KENTUCKY
RATIOS of GENERAL BONDED DEBT OUTSTANDING and LEGAL DEBT MARGIN

LAST TEN FISCAL YEARS

(in thousands of dollars)

Fiscal Year
Company 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
General Bonded
General bonded debt outstanding $ - $ - $ - $ - $ 5230 $ 5005 $ 4775 $ 18,000 $ 29,125 $ 37,395
Other bonded debt - - - - - - 1,584 - - -
Total - - - - 5,230 5,005 6,359 18,000 29,125 37,395
Estimated actual property value $1,374,606 $1,374,606 $1,396,033 $1,423,495 $1,486,361 $1,599,707 $1,647,584 $1,747,829 $1,771,067 $1,833,587
Percentage of estimated actual
property value 0% 0% 0% 0% 0.35% 0.31% 0.39% 1.03% 1.64% 2.04%
Population 27,502 27,542 27,666 27,666 27,768 27,768 27,933 28,757 28,853 28,911
Per capita - - - - $ 188 $ 180 $ 228 $ 626 $ 1,009 $ 1,293
Less: Amounts set aside to repay - - - - - 269 1,018 918 1,131 1,725
general debt
Total net debt applicable to debt limit - - - - $ 5230 $ 4736 $ 5341 $ 17,082 $ 27,994 $ 35,670
Debt Limit $ 81,108 $ 84424 $ 87,125 $ 91271 $ 100,736 $ 105,167 $ 107,144 $ 107,909 $ 109,530 $ 110,129
Total net debt applicable to limit $ 4649 $ 4855 $ 4555 $ 4535 $ 7,508 $ 6,856 $ 7524 $ 18,000 $ 29,125 $ 37,395
Legal Debt Limit a) $ 76459 $ 79569 $ 82570 $ 86736 $ 93228 $ 98311 $ 99620 $ 89909 $ 80,405 $ 72,734
Legal Debt Margin b) $ 76459 $ 79569 $ 82570 $ 86736 $ 87998 $ 93575 $ 94279 $ 72827 $ 52411 $ 37,064
Legal debt margin as a percentage
of the debt limit 100% 100% 100% 100% 94.4% 95.2% 94.6% 81.0% 65.2% 51.0%

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statements.

a) — Section 158 of the Kentucky Constitution states that cities, having a population of fifteen thousand or more, shall not incur indebtedness to an amount exceeding 10% on the value of the taxable
property therein, to be estimated by the last assessment previous to the incurring of the indebtedness, unless in case of emergency, the public health or safety should so require.

b) - The legal debt margin is the City's available borrowing authority under state finance statutes and is calculated by subtracting the net debt applicable to the legal debt limit from the legal debt limit.
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CITY OF HENDERSON, KENTUCKY
DEMOGRAPHIC STATISTICS
LAST TEN FISCAL YEARS

(b)

Personal

Income (b) (c) (d) (b)
Fiscal (a) (thousands Per Capita Median School Unemployment
Year Population of dollars) Income Age Enrollment Rate
2004 27,542 $ 698,355 $ 25,356 37.0 6,638 4.4%
2005 27,666 725,735 26,232 37.0 6,767 5.5%
2006 27,666 725,735 26,232 37.0 6,861 5.3%
2007 27,768 728,410 26,232 37.0 6,858 4.8%
2008 27,768 784,696 28,259 37.0 6,893 5.3%
2009 27,933 822,180 29,434 36.5 6,876 11.0%
2010 27,952 873,919 31,265 38.2 6,895 10.2%
2011 28,757 899,088 31,265 38.3 6,969 8.9%
2012 28,853 902,089 31,265 38.3 7,546 7.6%
2013 28,911 934,143 32,311 39.0 7,555 8.1%

Sources:

a) - Population Division, U.S. Census Bureau
b) - Workforce Kentucky

c) - U.S. Census Bureau

d) - Henderson County Board of Education
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CITY OF HENDERSON, KENTUCKY
PRINCIPAL EMPLOYERS
LAST EIGHT FISCAL YEARS

2006 (a) 2007 2008 2009
Percentage Percentage Percentage Percentage
Payroll of Total Payroll of Total Payroll of Total Payroll of Total
Employer Rank Tax Payroll Tax Rank Tax Payroll Tax Rank Tax Payroll Tax Rank Tax Payroll Tax
Methodist Hospital 1 $ 164,393 11.61% 1 $ 406,693 9.75% 1 $ 433727 10.34% 1 $ 468,120 11.16%
Henderson County Schools 3 111,294 7.86% 2 278,054 6.66% 2 297,595 7.10% 2 306,117 7.30%
Gibbs 4 83,475 5.89% 4 201,997 4.84% 4 167,912 4.00% 4 152,176 3.63%
City of Henderson 5 47,119 3.33% 5 115,414 2.77% 5 118,877 2.84% 5 124,433 2.97%
Dana 2 121,608 8.59% 3 275,966 6.61% 3 249,417 5.95% 3 171,968 4.10%
Big Rivers 8 26,063 1.84% 8 66,309 1.59% 6 76,604 1.83% 6 84,017 2.00%
Wal-Mart 18 - 0.00% 11 - 0.00% 8 70,954 1.69% 7 79,145 1.89%
Redbanks 13 - 0.00% 9 63,355 1.52% 10 64,275 1.53% 8 69,684 1.66%
State of Kentucky 17 - 0.00% 14 - 0.00% 12 - 0.00% 9 64,760 1.54%
Henderson Community College 9 23,867 1.69% 10 61,073 1.46% 9 65,096 1.55% 10 64,076 1.53%
Sunspring America 6 44,200 3.12% 6 100,056 2.40% 7 75,034 1.79% 13 - 0.00%
Vincent Plastics 7 24,779 1.75% 7 71,215 1.71% 11 - 0.00% 11 - 0.00%
Spartan Staffing 10 22,830 1.61% 22 - 0.00% 15 - 0.00% 15 - 0.00%
Total $ 669,628 47.28% $ 1,640,132 39.31% $ 1,619,491 38.63% $ 1,584,496 37.79%
Note:

All businesses within the City are required to withhold a 1% payroll tax from all employees.
The City of Henderson implemented the 1% payroll tax in fiscal 2006.
Information prior to fiscal 2006 is not available in this format.

(a) The data is based on receipts from January through June 2006.
(b) Starting in fiscal 2010 the City's remittance included Henderson Water Utility

Source: City of Henderson Occupational License Office
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CITY OF HENDERSON, KENTUCKY
PRINCIPAL EMPLOYERS
LAST EIGHT FISCAL YEARS

2010 2011 2012 2013
Percentage Percentage Percentage Percentage
Payroll of Total Payroll of Total Payroll of Total Payroll of Total
Employer Rank Tax Payroll Tax Rank Tax Payroll Tax Rank Tax Payroll Tax Rank Tax Payroll Tax
Methodist Hospital 1 $ 467,415 11.84% 1 $ 468,695 11.58% 1 $ 509135 12.14% 1 $ 500,850 11.74%
Henderson County Schools 2 321,754 8.15% 2 321,922 7.96% 2 328,197 7.82% 2 345,801 8.11%
City of Henderson 4 161,027 4.08% 4 163,558 4.04% (b) 4 165,130 3.94% (b) 4 169,016 3.96%
Dana 5 133,290 3.38% 5 134,989 3.34% 3 174,305 4.16% 3 154,761 3.63%
Gibbs 3 162,702 4.12% 3 165,136 4.08% 5 162,138 3.87% 5 151,889 3.56%
Big Rivers 6 107,244 2.72% 6 127,353 3.15% 6 119,522 2.85% 6 123,251 2.89%
Redbanks 8 73,480 1.86% 8 77,667 1.92% 8 79,410 1.89% 8 80,413 1.89%
Wal-Mart 7 80,982 2.05% 7 78,704 1.95% 7 80,826 1.93% 7 75,616 1.77%
Henderson Community College 10 64,660 1.64% 9 68,000 1.68% 9 70,761 1.69% 9 72,025 1.69%
Henderson County 11 - 0.00% 11 - 0.00% 10 67,396 1.61% 10 71,955 1.69%
State of Kentucky 9 68,515 1.74% 10 66,018 1.63% 11 - 0.00% 11 - 0.00%
Total $ 1,572,554 39.84% $ 1,606,024 39.69% $ 1,756,820 41.88% $ 1,745,577 40.93%
Note:

All businesses within the City are required to withhold a 1% payroll tax from all employees.
The City of Henderson implemented the 1% payroll tax in fiscal 2006.
Information prior to fiscal 2006 is not available in this format.

(a) The data is based on receipts from January through June 2006.
(b) Starting in fiscal 2010 the City's remittance included Henderson Water Utility

Source: City of Henderson Occupational License Office
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Eunction / Program
General Government
Administration
Finance
Police
Officers
Civilians
9-1-1 Communications
Fire
Firefighters
Civilians
Parks and Recreation
Mass Transit
Gas System

Sanitation

Cemetery

Public Way Improvement

TOTAL

FULL-TIME EQUIVALENT CITY GOVERNMENT EMPLOYEES by FUNCTION / PROGRAM

CITY OF HENDERSON, KENTUCKY

LAST TEN FISCAL YEARS

Fiscal Year

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
15.00 15.00 12.00 a 11.00 22.00 ¢ 22.00 22.50 22.50 23.25 24.00
31.00 31.00 31.00 33.00 32.00 32.00 33.50 33.50 32.75 33.00
57.50 57.50 57.80 57.80 57.80 57.55 60.75 60.75 60.75 60.75
8.00 8.00 8.00 8.00 8.00 8.00 8.00 8.00 8.00 8.00
14.50 14.50 14.20 15.20 15.20 15.45 15.25 15.25 15.25 15.25
58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00
7.00 7.00 9.00 a 9.00 2.00 ¢ 2.00 2.00 2.00 2.00 2.00
14.00 14.00 14.00 14.00 13.00 13.00 13.00 13.00 13.00 13.00
12.00 12.00 12.00 12.00 13.00 14.00 14.00 14.00 14.00 14.00
30.00 30.00 30.00 27.00 28.00 28.00 28.00 28.00 28.00 27.00
18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50 18.50
4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
37.50 37.50 37.50 37.50 3550 c 35.50 35.50 35.50 35.50 35.50
307.00 307.00 306.00 305.00 307.00 308.00 313.00 313.00 313.00 313.00

Source: Applicable Departments

a) The City moved Community Development from Administration to Fire.
b) With the passage of the new payroll/net profits tax, the City added a tax collector and moved the Switchboard from Administration
¢) The City moved Codes, Community Development, and Engineering to Administration and added an Assistant City Manager with Administrative Secretary.
d) Two positions from Henderson Water Utility were moved to the City.

e) The City received funding from the Community Oriented Policing Service for three police officers.
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Function / Program

Public Way Improvement
Miles of streets paved
Miles of sidewalks

Wastewater System
Miles of sanitary sewers
Miles of storm sewers
Number of service connections
Maximum daily capacity of treatment
in 1,000 gallons

Water System
Miles of water mains
Number of service connections
Number of fire hydrants
Maximum daily capacity of plant
in 1,000 gallons

Electric System
Miles of transmission and
primary distribution
Number of distribution stations

Gas System
Miles of mains
Miles of service lines
Number of meters

Parks and Recreation
Park acreage
Swimming pools
Tennis courts
Baseball fields
Golf courses
Soccer fields
Walking trails
Disc golf holes (a)

Source: Applicable Departments

(a) The City added 9 holes of disc golf in fiscal 2009 and expanded it to 18 holes in fiscal 2010.

CITY OF HENDERSON, KENTUCKY
CAPITAL ASSET STATISTICS by FUNCTION / PROGRAM

LAST TEN FISCAL YEARS

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
111 111 113 113 113 113 113 124 124 124
73 73 73 73 73 73 73 73 73 73
151 206 185 205 205 203 205 200 201 201
136 136 136 136 136 136 136 136 136 51
10,136 11,156 11,156 10,792 10,793 10,782 10,846 10,884 10,884 10,893
19,000 19,000 19,000 19,000 19,000 19,000 19,000 19,000 19,000 19,000
203 223 206 219 222 224 225 225 225 225
10,649 11,156 11,156 10,792 10,793 10,782 10,846 10,844 10,844 10,893
1,087 939 939 988 1,007 1,020 1,030 1,084 1,095 1,112
16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000 16,000
206 206 208 208 208 208 208 208 208 208
7 7 7 7 7 7 7 7 7 7
234 236 241 243 244 245 247 249 251 253
128 129 129 129 129 129 129 129 138 139
10,150 10,095 10,030 10,008 10,000 9,652 9,532 9,470 9,422 9,421
210 210 210 210 210 210 210 210 210 211
1 1 1 1 1 1 1 1 1 1
14 14 14 14 14 14 14 14 14 14
16 16 17 17 16 16 16 16 16 16
1 1 1 1 1 1 1 1 1 1
4 4 4 4 4 4 4 4 4 4
2 2 2 2 2 2 2 2 2 2
- - - - - 9 18 18 18 18
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Function / Program

Police
Physical arrests
Traffic violations
Parking violations
Calls for service

Fire
Fire
Overpressure Rupture, Explosion, Overheat
Rescue & Emergency Medical Service
Hazardous Condition (No Fire)
Service Call
Good Intent Call
False Alarm & False Call
Severe Weather & Natural Disaster
Special Incident Type
Number of inspections performed

Mass Transit
Number of routes
Fixed Route Passengers
Para transit Passengers
Wheelchair Usage
Miles of Service

Wastewater System
Average daily treatment in 1,000 gallons

Water System
Average daily consumption in 1,000 gallons
Source: Applicable Departments

* - Data not available

CITY OF HENDERSON, KENTUCKY
OPERATING INDICATORS by FUNCTION / PROGRAM

LAST TEN FISCAL YEARS

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
5,776 3,827 3,696 3,759 3,793 3,519 3,183 2,615 2,776 2,951
3,932 2,166 3,086 2,697 2,073 1,458 2,315 2,854 2,455 3,505
5,870 5,746 5,195 3,867 4,492 4,387 2,425 4,075 4,088 4,137

29,179 24,525 25,987 23,600 22,335 17,658 18,582 17,633 17,827 17,454
160 152 152 152 176 155 124 152 150 140

9 8 9 12 13 12 10 9 10 8

801 985 1,029 1,213 1,182 1,246 1,297 1,216 1,513 1,757
386 399 261 220 165 288 134 153 138 147
70 63 62 67 57 74 73 76 66 64

178 177 128 141 153 167 144 169 158 140
146 170 195 188 191 188 204 246 207 198

- - - 3 1 12 1 3 1 1

9 14 11 1 2 4 - 7 7 5

18 604 709 1,238 1,210 781 733 772 788 749

* * * 5 5 5 5 5 5 5
* * * 101,683 108,817 121,058 114,154 138,603 139,321 137,359
* * * 16,653 17,529 17,298 15,736 18,161 16,357 15,339
* * * 6,728 4,900 4,758 4,729 6,411 7,915 6,601
* * * 202,885 216,852 222,297 227,937 242,024 222,262 221,955
9,800 9,800 8,800 10,185 9,970 9,648 9,506 8,979 8,672 8,993
11,836 11,836 10,500 10,469 8,316 8,034 7,847 7,669 9,030 9,151
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December 9, 2014

Honorable Mayor,
Members of the Board of Commissioners,
Citizens of the City of Henderson, Kentucky:

We present to you the Comprehensive Annual Financial Report of the City of Henderson,
Kentucky for the fiscal year ended June 30, 2014. Kentucky Revised Statute 91A.040 requires
that the City of Henderson publish, before February 1 immediately following the fiscal year, a
complete set of audited financial statements. This report is published to fulfill that requirement.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that it has
established for this purpose. Because the cost of internal control should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements.

Myriad Certified Public Accountants Group has issued an unqualified (“clean”) opinion on the
City of Henderson's financial statements for the year ended June 30, 2014. The independent
auditors' report islocated at the front of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors
report and provides a narrative introduction, overview, and analysis of the basic financia
statements. MD&A complements this letter of transmittal and should be read in conjunction
with it.

THINK HENDERSON

SHOPPING ~ SERVICES ~ DINING



Profile of the government

The City of Henderson was incorporated as a town in 1810 and as a City in 1867. Henderson
currently serves a population of 28,832 and is located in northwest Kentucky. The City has
operated under the Board of Commissioners-City Manager structure since 1966. Policy-making
and legidative authority are vested in the governing Board of Commissioners consisting of the
mayor and four commissioners, all of whom are elected at large. Commission members serve
two-year terms. The Mayor is elected for a four-year term. The Board of Commissioners
appoints the City of Henderson’s manager. The City Manager, with the approval of the Board of
Commissioners, appoints department heads.

The City of Henderson provides a full range of municipal services, including public safety
(police, fire, and emergency communications), street maintenance, sanitation, cemetery,
drainage, landfill, transit, recreation, and general administrative services. Henderson includes,
for financial reporting purposes, all entities involved in the provision of these services and for
which, in the opinion of the City, the City is financially accountable. The City is financialy
accountable for legally separate organizations if City officials appoint a voting magjority of an
organization’s governing body, and the City is either able to impose its will on that organization,
or there is potentia for the organization to provide specific financial benefits to, or to impose
financia burdens on, the City.

The City has performed a comprehensive evaluation of its financial reporting entity in
accordance with Governmental Accounting Standards Board Statement No. 14, The Financial
Reporting Entity, and based on the foregoing criteria, has included the following separate
organizations as discretely presented component units within the City’s basic financia
statements.

Henderson Municipal Power and Light (HMPL)
Henderson Water Utility (HWU)

In addition to internal controls, the City maintains budgetary controls. The objective of these
controls is to ensure compliance with legal provisions embodied in the annual appropriation and
budget ordinance approved by the Board of Commissioners. As required by Kentucky Revised
Statutes 91A.030 and 83A.150, the City Manager submits a proposed operating budget on or
before June 1% to the Board of Commissioners for the fiscal year commencing July 1. The
budget includes appropriations for expenditures and means of financing them. The level of
budgetary control (that is, the level at which expenditures cannot legally exceed the appropriated
amount) is at the departmental level within an individual fund. The City aso maintains an
encumbrance accounting system as one technique of accomplishing budgetary control.



Local economy

Henderson is located in the Evansville, IN-KY Metropolitan Statistical Area (MSA). This
geographical region covers approximately 2,367 square miles and is the 137" largest MSA in the
United States. The economy for the City of Henderson and Henderson County continues a
modest recovery from the global recession and the City continues to maintain a positive
economic outlook. By reducing expenses and utilizing cash reserves, the city has been able to
maintain service levels with nominal property tax increases.

Per the U.S. Census Bureau the family medium income for the City of Henderson for the past 12
months was $34,496 which was $8,114 or 19.0% lower than the Kentucky family medium
income of $42,610. The estimated medium price of a single family home in the city was
$94,400. Due to its healthy economy and strong financial reserves, the City of Henderson
received a credit rating of Aa3 from Moody’s Investor Service on its 2014 general obligation
bonds.

Over the past ten years, the City has experienced a strong period of economic growth and
investment. The real estate assessments have increased 31.2% or $263.1 million from $844.2
million in fiscal 2005 to $1,107.3 million in fiscal 2014. Bank deposits have increased 37.9% or
$165.4 million from $436.0 million to $601.4 million over the same ten-year period.

The City of Henderson is a member of Kyndle, an economic development joint venture made up
of the City of Henderson and four adjoining counties in the area. Kyndle markets not only the
City of Henderson but also the four-county region encompassing some 90,000 people. Kyndle
has four primary objectives. business attraction, business retention, business development, and
education and workforce development.

Long-term financial planning and major initiatives

Genera Fund reserves increased from approximately $9.5 million at June 30, 2013 to $10.8
million at June 30, 2014. The reserves consisted of cash, investments, and receivables. The
$1,363,471 increase in General Fund reserves was primarily the result of a slight increase in tax
collections, the sale of surplus property, and lower than expected personnel expenses due to open
positions. Tax collections increased $247,147 or 1.4% with growth in al three areas: property,
insurance premium, and occupational taxes. Personnel expenses were $1,308,723 under budget
with health insurance accounting for $374,554 of that number. The Genera Fund will have a
cash and investment balance, net of cash due to component units, entering the fiscal year equal to
5.3 months operating expense and transfers to other funds. The Gas Fund’s cash and investment
balance will be equal to 2.3 months operating expense. The City has exceeded its goal of
establishing a balance of cash and investments equal to 3 months worth of operating expense in
the General Fund and is working to meet that same goal in the Gas Fund. A recent rate increase
approved by the Board of Commissioners will help to meet that goal.



For fiscal years 2004 through 2009, the Gas Fund had losses on average of $632,000. For fiscal
2010, there was a gain of $75,138 and for fiscal 2011, 2012, and 2013 the average loss was
$305,000. On November 26, 2013, the Henderson Board of Commissioners increased the
monthly base rates from $12.00 to $12.50 and the rate per 1,000 cubic feet of natura gas from
$2.25 to $2.30. The ordinance aso alows an increase of $0.05 per 1,000 cubic feet for fisca
2015, 2016, and 2017. The hope isthat the rate increase will reduce the need of using Gas Fund
reserves.

The City continues to play an active role in the Public Energy Authority of Kentucky (PEAK); a
group the City co-founded in the 1990's. As a result of the consumption during the fiscal year,
$279,201 was returned to Henderson which is an increase of $4,080 from the $275,121 that was
returned in fiscal 2013.

Staff strongly recommends that once all funds have been stabilized, the City consider “cost of
living adjustments” in rates periodically to avoid large and excessive increases in the future.
Stagnant revenues with increasing costs of providing services is a recipe for disaster that can be
avoided (or at least mostly offset) by smaller, incremental increases that do not have significant
effects on taxpayers abilities to keep up.

One of the largest expenses for the City is employee health insurance. For fiscal years 2010,
2011, and 2012, the City spent $6.8 million, $6.6 million, and $6.4 million, respectively, on
health claims. By the end of fisca 2012 there had been an increase of $1.5 million or 30.6%
from the $4.9 million spent in 2009. During this three year period, there were several large
claims that were applied against the City’ s stop loss policy.

In August 2011, the City Board of Commissioners adopted significant modifications to the City’s
health plan. In addition to higher deductibles, the program incorporates premiums for all
employees. Whereas in the past only employees hired after January 1, 2006 paid dependent or
family premiums, starting January 1, 2012 all employees pay regardiess of their hire date. The
plan requires $50 per month for employee only coverage, $100 per month for employee plus one
dependent, or $150 for employee plus family.

The plan also requires that spouses of employees who are eligible for coverage through their own
employers are ineligible for coverage under the City’s health plan unless they are enrolled in
their own employers coverage. Employees that elect to waive the City hedth insurance
coverage on themselves or on their spouse are €ligible for a waiver benefit. The benefit can be
up to $2,000 per year and can be used in a flexible spending account, in a health reimbursement
arrangement, used to reduce the employee's health insurance premium, or a combination of any
two of the above options.



The plan aso increases the contributions to the HRA Plan. Each employee that meets certain
wellness criteria receives a credit in the amount of $500 for a single participant and $1,000 for a
family coverage participant in the health insurance plan. At the end of a plan year, any unused
benefitsin an HRA Plan account is carried forward for use in the subsequent year.

Finally, in July of 2012, the City changed the third party administrator to UMR which is owned
by United Hedlthcare. The City moved from aregiona discounter to a nationa discounter with
the potential of better pricing on health care. The changes to the health insurance plan seem to
have worked. For fisca 2013 and 2014, the total health care cost dropped to $5.6 million and
$5.9 million, respectively. The $500,673 drop from fiscal 2012 to fisca 2014 equates to a
savings of 7.8% during a period of increases seen throughout the country.

From a capital projects aspect, 2014 was another busy year. Some projects and improvements of
note include:

Streets and Sdewalk Improvements:

North Green River Road is currently under a rehabilitation to widen the road in order to make it
safer. This project is being done by the City of Henderson with proceeds coming from the State
of Kentucky. Preliminary engineering was done in fiscal 2013 with construction starting in
fiscal 2014.

Future capital projects include the final phase of riverfront development. There is approximately
$1.0 million remaining from the federa grant. Projects for the remaining funds have been
developed and the plans have been submitted to the State of Kentucky for construction in fiscal
2015.

City of Henderson and Henderson County Joint Ventures:

In 2007, the Board of Commissioners along with the Fiscal Court jointly approved the creation
of a Flood Mitigation Board to oversee the expenditure of funds dedicated to addressing the
flooding problems caused by Canoe Creek that have plagued the City for many years. $1.25
million in State funding was secured to cover costs associated with Phase | of this project. This
project was closed-out in fiscal 2012.

The City and County were awarded an additional $1.35 million to be used in Phase |1 of flood
mitigation. The grant isfrom the State of Kentucky and does require alocal match from the City
and County. It is administered by the Flood Mitigation Board. The Board is also engaged in a
“modeling” project that will allow future ideas to be tested using advanced software to see what
potential benefit these ideas might generate. For fiscal 2013, $359,931 was spent on flood
prevention projects.



In August 2008, the City of Henderson and Henderson County signed a new inter-local
agreement for the disposal of solid waste. The agreement provides for all Henderson County
residents to use the transfer station and the construction demolition and debris landfill free of
charge for permitted waste. The agreement also provides that the County make an annual lump
sum payment as its financial obligation to the City for County residents using these services and
to supplement the City’s curbside recycling program. For fiscal 2014, the County contribution
was $96,160. The term of the agreement was for an initial period of five years beginning July 1,
2008 and ending June 30, 2013. After the recent renewal, the agreement has three five year
automatic renewal options remaining.

The City of Henderson and Henderson County are looking to improve recycling programs
throughout Henderson County. The Tri-County Recycling Alliance utilized $1.4 million in
federal, state, and local funds for the construction of the center. The center handles cardboard,
aluminum, and the mulching of leaves, branches, and yard clippings. This joint venture won the
“Spirit of Kentucky Award” at the Governors Local Issues Conference. The project was noted
for its “use of creative, collaborative, and cost effective thinking to plan and implement a highly
successful project.”

The City of Henderson and Henderson County are looking to improve the funding options for the
emergency dispatch operations in the 911 center. The City of Henderson, Henderson County,
and Methodist Hospital have formed a committee to address the Emergency Medica Services
(EMS) needs of the community. The City of Henderson and Henderson County fund the
operations of EMS equally. The focus of this committee is to review and discuss improvements
to the ambulance service that is provided by Methodist Hospital. For fiscal 2015, the committee
is pushing for an increase in the state fee for cellular service that is collected by the State and
then remitted back to the local 911 center.

The City and County are also working together to develop a new park in the East-end. Property
was purchased in fiscal 2013. The City has applied for a state grant to help with the
devel opment.

Downtown Infrastructur e Rehabilitation:

Henderson Water Utility (HWU) continues with its massive $42.9 million dollar set of projects.
These projects when completed will: 1) replace much of the old infrastructure in a sixteen block
gpace in the downtown area; 2) separate much of the combined wastewater and storm water
system; 3) increase the amount of wastewater processed through the installation of new gravity
sewer lines; and 4) increase the capacity and efficiency of the processing of wastewater at the
North Wastewater Plant. These projects are part of HWU'’s long term control plan as mandated
by the Environmental Protection Agency and the Kentucky Environmental & Public Protection
Cabinet.



Initial construction on the downtown phase began in July 2010 with all underground and surface
work completed at the end of calendar year 2011. Fina repaving of all damaged streets was
completed during the fall of 2012. The total cost of this downtown phase was estimated to be
$13.9 million. From 1996 through 2009, HWU spent an estimated $20 million on capital
improvements to its combined sewer system. The completion of all projects, as mandated by
Consent Judgment, is required to be no later than December 21, 2017.

Henderson Municipal Power and Light has hired a contractor to demolish Station 1 power plant
located on the riverfront. Station 1 was built in 1950 with two 1-megawatt diesel generators and
two 5-MW coal-fired generators. A 10-MW coal unit was added in 1955 followed by a 26-MW
unit in 1968. Because of the increasing operating costs and stringent air emission regulations,
Station 1 was decommissioned in December 2008.

What is unique about the contract is that the HMP&L will actually be paid by the contractor
instead of vice versa. Bids from other contactors were as high as $4.19 million. The contractor
will keep al proceeds from the sale of the scrap metal and other obsol ete assets and in return will
pay HMP&L approximately $37,000. The building is owned by HMP&L while the land is
owned by the City of Henderson. Once the building is removed, the City will develop plans on
the best use of the riverfront property.

Other Devel opments:

As part of the budget process, the staff identifies and quantifies the operational costs associated
with its capital projects and budgets resources accordingly. In addition, the budget committee
monitors the condition of all government equipment and vehicles and makes recommendations
on their replacement.

The City of Henderson maintains a vehicle replacement schedule which serves as its fleet
replacement guide over afive-year period. The fiscal year 2015 budget includes $13.9 millionin
capital projects which includes $1.0 million in rolling stock replacement.

During the last fiscal year, HMP&L spent $1,098,249 in capital improvements and replacements
in the existing system and $2,958,938 in capital improvements and replacements at Station Two.
HWU added $19,907,240 in capital projects during fiscal 2014.

As with many other metropolitan areas, the economic dependency and interrelationship of the
entire region is important as evidenced by the number of nonresident workers who commute
daily to work in Henderson County and the equivalent number of Henderson County residents
who commute to work outside of the county. Consequently, economic activity in the entire
Kentucky, Indiana, and Illinois tri-state area — no matter where it occurs - is of benefit to the
Henderson local economy.



With all of the award-winning downtown improvements, the City/County collaborations, and
East-end redevelopment, it is a very exciting time for the community. The citizens, businesses,
and employees of the City of Henderson have managed to endure a very trying time that not only
has affected the local economy but one that has tested the global economy.

Relevant financial policies

The City of Henderson uses a comprehensive set of financial policies. During the current year,
two of these policies were particularly relevant. The City of Henderson has a policy that requires
the adoption of a balanced annual operating budget where operating expenses may not exceed
anticipated revenues plus available unassigned fund balance. The amended fiscal 2014 budget
was adopted using $1,246,300 of unassigned fund balance. However, these funds were not
needed. At the end of fiscal 2014, the unassigned fund balance was $5.3 million. The reserve
policy also designates that 20% of annual surpluses be set aside for short-term payments on large
vehicles and equipment; 40% of annual surpluses be set aside for long-term payments on maor
building projects or improvements; and the remaining 40% be placed in the unassigned fund
balance.

Having these funds set aside has enabled the City to reserve funds for a new fire truck in fiscal
2015 and have funds available to make payments on the General Obligation Series Bonds
2011A.

The second financial policy involves the reserve policy, where the goal of maintaining a
minimum General Fund reserve of at least one-quarter (three months) of the Genera Fund's
operating budget, was exceeded.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Henderson for its comprehensive annual financial report (CAFR) for the fiscal year ended June
30, 2013. This was the fifteenth consecutive year that the government has achieved this
prestigious award. In order to be awarded a Certificate of Achievement, the government had to
publish an easily readable and efficiently organized CAFR that satisfied both generally accepted
accounting principles and applicable program requirements.

A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of one
year only. However, we believe that our current CAFR continues to meet the Certificate of
Achievement for Excellence in Financial Reporting Program’s requirements, and we are
submitting it to the GFOA to determine its eligibility for another certificate.



The City of Henderson also received the GFOA’s Distinguished Budget Presentation Award for
its annual budget document beginning July 1, 2013 and ending June 30, 2014. To qualify for the
Distinguished Budget Presentation Award, the government’s budget document had to be judged
proficient as a policy document, a financial plan, an operations guide, and a communications
device. The preparation of this report would not have been possible without the skill, effort, and
dedication of the entire staff of the Finance and Administration Departments. We wish to thank
all government departments for their assistance in providing the data necessary to prepare this
report. Credit also is due to the Board of Commissioners for their unfailing support for
maintaining the highest standards of professionalism in the management of the City of
Henderson’s finances.

Respectfully submitted,

Russell R. Sights
Robert Gunter
Finance Director
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FINANCIAL SECTION
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'\ Audit = Tax = Advisory

Knowledge you trust. People you know. Strength...in Numbers.

To the Honorable Steve Austin, Mayor
and the Board of Commissioners of the
City of Henderson, Kentucky

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of City of Henderson, Kentucky as of and for the year ended June 30, 2014
and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the Standards applicable to financial audits contained in Government Auditing Standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Henderson, Kentucky as of June 30, 2014, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and pension schedules on pages 15 to 29 and 87 to 91 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Henderson, Kentucky's basic financial statements. The introductory section,
combining and individual non-major fund financial statements, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual non-major fund financial statements are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining and individual non-major fund financial statements are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 26,
2014, on our consideration of the City of Henderson, Kentucky's internal control over financial reporting
and on our tests of compliance with laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and results of that testing and not to provide a legal opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the City of Henderson, Kentucky's internal control
over financial reporting and compliance.

WM?% <L

Henderson, Kentucky
November 26, 2014
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Management’s Discussion and Analysis
(Required Supplementary Information)



MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Henderson’s Management’s Discussion and Analysis provides an overview of the
City’s financia activities for the fiscal year ended June 30, 2014. It should be read in
conjunction with the transmittal |etter and the financial statements provided in this document.

Financial Highlights

e Primary Government assets exceeded liabilities by $37.2 million at the close of fiscal
2014. Of this amount, $12.5 million (unrestricted net position) may be used to meet the
City’ s ongoing obligations.

e City governmental funds reported combined ending fund balances of $39.7 million. Of
thistotal, $5.2 million is unassigned.

e In the City’'s business-type activities, income from operations increased from $1,431,954
in fiscal 2013 to $1,653,653 in fiscal 2014.

e The City’s General Fund ended the year with a fund balance of $10,826,357, an increase
of $1,363,471 or 14.4% from fiscal year 2013's balance of $9,462,886.

e In the past four years, the General Fund’s fund balance has increased 54.3% from $7.0
million in 2010 to $10.8 million in 2014.

Overview of Financial Statements

This discussion and analysis provided here are intended to serve as an introduction to the City of
Henderson's basic financia statements. The City’s basic financial statements consist of three
components: 1) government—wide financial statements, 2) fund financia statements, and 3) notes
to the financia statements. This report also includes supplementary information intended to
furnish additional detail to support the basic financia statements themselves.

Government-wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City of Henderson's finances in a
manner similar to private sector businesses.

The statement of net position presents financial information on all of the City of Henderson’'s
assets and liabilities with the difference reported as net position. Over time, increases or
decreases in the net position may serve as a useful indicator of whether the financial position of
the City of Henderson isimproving or deteriorating.

The statement of activities presents information showing how the City of Henderson's net
position changed during the most recent fiscal year. All changesin net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported for some items that will only result in cash
flows in future fiscal periods (e.g., taxes, grants, and earned but unused vacation leave).

Both of the governmenta-wide financial statements distinguish functions of the City of

Henderson that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover al or a significant
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portion of their costs through user fees and charges (business-type activities). The governmental
activities of the City of Henderson include administration, finance, mass transit, parks and
recreation, police, fire, public works, and nondepartmental. The business-type activities of the
City of Henderson include the natural gas and sanitation operations.

Government-wide financial statements include not only the City of Henderson itself (known as
the primary government) but also the legally separate Henderson Municipal Power & Light
(HMPL) and Henderson Water Utility (HWU) for which the City of Henderson is financially
accountable. Financia information for the component units is reported separately from the
financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 30-31 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City of
Henderson, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City of
Henderson can be divided into three categories. governmental funds, proprietary funds, and
fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same function
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financia statements, governmental fund financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in assessing a
government’ s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financia statements.
By doing so, readers may better understand the long-term impact of the government’ s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City of Henderson maintains ten (10) individual governmental funds. Information is
presented separately in the governmental funds balance sheet and in the governmental funds
statement of revenues, expenditures, and changes in fund balances for the General Fund, Debt
Service Fund, and Capital Projects Fund, which are considered to be major funds. Information
from the other seven (7) governmental funds is combined into a single aggregated presentation
and shown as Nonmajor Governmental Funds. Individual fund information for each of these
nonmajor governmental fundsis provided in the form of combining statements in the combining
and individual fund statements and schedules section of this report.
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The City of Henderson adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with
this budget.

The basic governmental funds financial statements can be found on pages 32-36 of this report.

Proprietary Funds. The City of Henderson maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type activitiesin the
government-wide financia statements. The City of Henderson uses enterprise funds to account
for its natural gas and sanitation operations. Internal service funds are an accounting device used
to accumulate and allocate costs internaly among the City of Henderson's various functions.
The City of Henderson use an interna service fund to account for the management of its self-
funded health insurance. Because this service predominantly benefits governmental rather than
business-type functions, they have been included within governmental activities in the
government-wide financial statements. The internal service fund is presented in the proprietary
fund financia statements.

Proprietary funds provide the same kind of information as government-wide financial statements,
only in greater detail. The proprietary fund financial statements provide separate information for
the natural gas and sanitation operations, both of which are considered to be major funds of the
City of Henderson.

There are al'so two component units that provide electricity and water/sewer services. These two
component units (Henderson Municipal Power & Light and Henderson Water Utility) each has
its own board of directors and are enterprise funds. Each of these enterprise funds is self-
supporting and does not receive a subsidy from the General Fund.

The basic proprietary funds financial statements can be found on pages 37-39 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financia statements because those resources are not available to support the City of Henderson’s
own programs. The accounting used for fiduciary funds is much like that used for proprietary
funds.

The City of Henderson maintains three different types of fiduciary funds. The Civil Service
Pension fund is used to report resources held in trust for non-hazardous retirees and beneficiaries
that elected to participate in 1987. Police & Fire Pension fund is used to report resources held in
trust for hazardous retirees and beneficiaries that elected to participate in 1987. The Health
Reimbursement Arrangement Plan is used to help employees pay for health care expenses.

The fiduciary funds financial statements can be found on pages 40-41 of this report.
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Notes to the Financial Statements. The notes provide additional information that is necessary
to acquire a full understanding of the data provided in the government-wide and fund financia
statements. The notes to the financia statements can be found on pages 42-86 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents required supplementary information concerning the City of Henderson's
progress in funding its obligations to provide pension and other post-employment benefits to its
employees. Required supplementary information can be found on pages 87-91 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds
are presented immediately following the required supplementary information on pensions and
other post employment benefits. Combining and individual fund statements and schedules can
be found on pages 92-103 of this report.

Government-Wide Overall Financial Analysis

As noted earlier, net position over time, may serve as a useful indicator of a government’s
financial position. In the case of the City of Henderson, assets exceeded liabilities by
$37,175,621 at the close of the most recent fiscal year.

The tables and charts on the next few pages provide a summary of the City of Henderson's
operations for the fiscal year ended June 30, 2014.

City of Hender son’s— Net Position

Governmental Activities Business-Type Activities Total

2014 2013 2014 2013 2014 2013

Current and other assets $42,754,734 $44,241,815 $ 9,306,300 $ 8,448,443 $52,061,034 $52,690,258

Capital assets 28,417,091 30,963,595 3,020,759 3,096,911 31,437,850 34,060,506
Total assets $71,171,825 $75,205,410 $12,327,059 $11,545,354 $83,498,884 $86,750,764
Long-term liabilities $37,506,923 $39,203,876 $ 3,660,000 $ 3,450,000 $41,166,923 $42,653,876
Other liabilities 2,844,238 4,689,125 2,312,102 2,059,770 5,156,340 6,748,895
Total liabilities $40,351,161 $43,893,001 $ 5,972,102 $ 5,509,770 $46,323,263 $49,402,771
Net position:
Net investment in
capital assets $21,513,291 $23,527,075 $ 3,020,759 $ 2,911,911 $24,534,050 $26,438,986
Restricted for:
Debt Service 68,456 69,605 - - 68,456 69,605
Law enforcement 45,021 79,824 - - 45,021 79,824
Unrestricted 9,193,896 7,635,905 3,334,198 3,123,673 12,528,094 10,759,578
Total net position $30,820,664 $31,312,409 $ 6,354,957 $ 6,035,584 $37,175,621 $37,347,993

By far, the largest portion of the City of Henderson’s net position (66.0%) reflects its investment
in capital assets (e.g., land, buildings, machinery, equipment, vehicles, and infrastructure), less
any related outstanding debt that was used to acquire those assets. The City of Henderson uses
these capital assets to provide a variety of servicesto its citizens. Accordingly, these assets are
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not available for future spending. Although the City of Henderson’s investment in capital assets
is reported net of related debt, it should be noted that the resources used to repay this debt must
be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

An additional portion of the City of Henderson’s net position (0.31%) represents resources that
are subject to external restrictions on how they may be used. The remaining balance of
$12,528,094 is unrestricted and may be used to meet the government’ s ongoing obligations to its
citizens and creditors.

At the end of the current fiscal year, the City of Henderson is able to report positive balances in
all reported categories of net position, both for the government as a whole, as well as for its
separate governmental and business-type activities. The same situation held true for the prior
fiscal year.

City of Henderson Net Position
June 30, 2013 and 2014

1 |

Net Investment in capital assets
M Fiscal 2014

Restricted ‘ ® Fiscal 2013

+ += = : .r--'

S- $10,000,000  $20,000,000  $30,000,000

The City of Henderson’s overall net position decreased $172,372 from the prior fiscal year. The
reasons for this overal decrease are discussed in the following sections for governmental
activities and business-type activities.

Governmental Activities. During the current fiscal year, net position for governmental
activities decreased $491,745 from the prior year for an ending balance of $30,820,664. There
were three key elements that attributed to the increase. Capita grants and contributions
decreased $3,293,765 from the prior year. Secondly, the governmenta activities expenses
increased by $1,688,237 or 5.5%, and total genera revenues and transfers increased only by
$342,533 or 1.6%.

The governmenta funds had an increase in fund balance of $209,248 with the General Fund
increasing $1,363,471. Most of the increase was due to actual expenses coming in well under
budget. Of the $2,016,133 spent or used in Capital Projects Fund, $1,390,667 or 69.0% was
related to the transfers to the Debt Service Fund for payment on outstanding bonds.

19



The General Fund added to its reserves in the amount of $1,363,471. Since fiscal 2010, the
fund’s balance has increased 54.3%. Based on the fiscal 2015 budgeted expenditures of $28.4
million, the Genera Fund has approximately 4.6 months worth of reserves. The City has
assigned $2,760,400 of the fiscal 2014 fund balance with $2,510,400 of that amount to fill the
fiscal 2015 budget deficit leaving $5,268,321 unassigned. |f the City adopts a fiscal 2016 budget
in the same amount as fiscal 2015, it would equate to 3.5 months worth of reserves.

Revenues:

Program revenues:
Charges for services
Operating grants
Capital grants

General revenues:
Taxes
Investment income
Distributions from

component units
Total revenues

Expenses:
Administration
Finance
Mass transit
Parks & recreation
Public safety
Public works
Nondepartmental
Interest on long-term debt
Gas
Sanitation

Total expenses

Increase/(Decrease)
before transfers

Transfers

Increase (Decrease) in net
position

Net position, beginning

Net position, ending

Analysis of the City’s Operations

City of Hender son — Changesin Net Position

Governmental Activities Business-Type Activities Total
2014 2013 2014 2013 2014 2013
$ 6,460,880 $ 6,218,137 $ 23,644,167 $ 19,758,282 $ 30,105,047 $ 25,976,419
3,248,760 3,427,690 96,160 93,820 3,344,920 3,521,510
630,540 3,647,262 - - 630,540 3,647,262
18,399,256 18,152,109 - - 18,399,256 18,152,109
127,507 32,121 65,720 14,357 193,227 46,478
1,644,724 1,644,724 - - 1,644,724 1,644,724
30,511,667 33,122,043 23,806,047 19,866,459 54,317,714 52,988,502
4,919,330 4,571,652 - - 4,919,330 4,571,652
2,599,737 2,522,369 - - 2,599,737 2,522,369
1,411,411 1,373,897 - - 1,411,411 1,373,897
2,320,197 1,968,902 - - 2,320,197 1,968,902
12,110,492 11,755,095 - - 12,110,492 11,755,095
5,644,391 5,286,706 - - 5,644,391 5,286,706
2,295,114 2,311,163 - - 2,295,114 2,311,163
1,102,740 925,391 - - 1,102,740 925,391
- - 18,635,805 15,508,629 18,635,805 15,508,629
- - 3,450,869 2,911,519 3,450,869 2,911,519
32,403,412 30,715,175 22,086,674 18,420,148 54,490,086 49,135,323
(1,891,745) 2,406,868 1,719,373 1,446,311 (172,372) 3,853,179
1,400,000 1,400,000 (1,400,000) (1,400,000) - -
(491,745) 3,806,868 319,373 46,311 (172,372) 3,853,179
31,312,409 27,505,541 6,035,584 5,989,273 37,347,993 33,494,814
$ 30,820,664 $ 31,312,409 $ 6,354,957 $ 6,035,584 $ 37,175,621 $ 37,347,993
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Expenses and Program Revenues - Governmental
Activities
(Thousands)

Interest on debt
Mass Transit
Non-Departmental

Parks & Recreation

Public Works
Public Safety

Finance

Administration

$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000

B Revenues

B Expenses

Business-type Activities. For the City of Henderson’'s business-type activities, the results for
the current fiscal year were positive in that overall net position increased to reach an ending
balance of $6,354,957. The total increase in net position for business-type activities (natural gas
and sanitation) was $319,373 or 5.3% from the prior fiscal year. The increase is attributable to
sales in the natural gas fund rather than the sanitation fund. The gas fund had an increase in net
position of $369,494. Due to a colder winter, gas sales increased $3,602,660 or 21.6%. The cost
of natural gas supplies increased $3,150,125. The sanitation fund had a decrease in net position
of $50,121. Refuse fees were up $80,281 or 4.0%. The last of three $1.00 increases in the
residential sanitation rates went into effect on July 1, 2013. Transfer station fees also had an
increase over the prior fiscal with revenue up $321,449 or 72.9%. The contractor cost of
disposing of the waste increased $248,668. The engineer's estimate related to closing and
monitoring the landfill increased by $210,000.

Financial Analysis of Governmental Funds

As noted earlier, the City of Henderson uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.
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Governmental Funds. The focus of the City of Henderson’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the City of Henderson’s financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a government’s net resources
available for discretionary use as they represent the portion of fund balance which has not yet
been limited to use for a particular purpose by either an externa party, the City of Henderson
itself, or a group or individual that has been delegated authority to assign resources for use for
particular purposes by the City of Henderson’s Board of Commissioners.

At June 30, 2014, the City of Henderson’s governmental funds reported combined fund balance
of $39,670,860, an increase of $209,248 in comparison with the prior fiscal year. Approximately
13.1% of this amount ($5,210,414) constitutes unassigned fund balance, which is available for
spending at the government’ s discretion. Nearly 72.4% or $28.7 million of the fund balance was
restricted for debt, capital projects and other special purposes. There was aso $56,363 that was
classified as “nonspendable’ because it is for inventories. A total of $2,934,006 was committed
for long-term debt payments and another $2,760,400 assigned to fill the fiscal 2015 budget
deficit ($2,510,400), set aside for the future construction of a Newman Park shelter ($200,000),
and donations that will be used for downtown wayfaring signage ($50,000).

General Fund
Components of Fund Balance

June 30, 2013 and 2014
] |
r W Fiscal 2014
Assigned = Fiscal 2013
Committed -
Nonspendable ’
yd # e e o

S- $2,000,000 $4,000,000 $6,000,000 $8,000,000
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The General Fund was the primary operating fund of the City of Henderson. At the end of the
current fiscal year, the General Fund unassigned fund balance was $5,268,321, while total fund
balance increased to $10,826,357. As ameasure of the general fund’s liquidity, it may be useful
to compare both unassigned fund balance and total fund balance to total general fund
expenditures. Unassigned fund balance represents approximately 18.6 percent of total 2015
fiscal year general fund expenditures, while total fund balance represents approximately 38.1
percent of that same amount.

Other Governmental Funds
Components of Fund Balance
June 30, 2013 and 2014

e ]

Unassigned

- M Fiscal 2014
Committed ’ M Fiscal 2013

Nonspendable ’

-+ F - “ -+

$(10,000,000) S- $10,000,000 $20,000,000 $30,000,000 $40,000,000

The fund balance of the City of Henderson's genera fund increased by $1,363,471 during the
current fiscal year. Factors contributing to thisincrease include:

e Taxes increased by $247,147 or 1.4% with property taxes up $183,861. There was a
small increase ($0.019 per $100 of fair market assessment) in the real property tax rate
due to the City taking the compensating property tax rate. There was also moderate
growth in insurance tax collections ($60,894 or 1.4%).

e Surplus property was sold resulting in $150,000 in proceeds.

e Capital expenses decreased by $405,228 or 61.4%.

The Capital Projects Fund ended the fiscal year with a fund balance of $28,552,177 which is a
deterioration of $1,140,347 from the prior year. The City received federal funding on the
riverfront project in the amount of $273,615 during the fisca year which included the
reimbursement of capital expenditures. The Capital Projects Fund transferred $1,390,667 to the
Bond Fund to retire debt.
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The Debt Service Fund, the remaining major governmental fund, had a decrease in fund balance
during the current year of $1,149 to bring the year end fund balance to $68,456. The decrease
essentially resulted from rounding the transfers from the genera fund to the nearest $1,000
minus payments on the general obligation bonds.

Proprietary Funds. The City of Henderson's proprietary funds provide the same type
information found in the government-wide financial statements, but in more detall.

Unrestricted net position of the Natural Gas Fund at the end of the year was $4,633,663 and for
the Sanitation Fund was ($1,299,465). The total growth (decrease) in net position for both funds
was $416,834 and ($206,309), respectively.

As noted earlier in the discussion of business-type activities, the increase for the Natural Gas
Fund was attributed to a colder winter where gas sales increased $3,602,660 or 21.6%. Due to
the colder winter and a small increase in the monthly base rate and the rate per 1,000 cubic feet
of natural gas, the Gas Fund's income from operations increased $3,556,904 or 21.2% from the
prior fiscal year. After investment income and transfers to the genera fund, the change in net
position was $369,494. Since 2010, the cumulative change in the net position for the Gas Fund
has been a decrease of $546,768 or 7.2%. Based on the 2015 fiscal year’s budgeted expenditures
and net of invested in capital assets, the Gas Fund has approximately 2.6 months worth of
reserves.

The engineer’'s estimate related to closing and monitoring the landfill increased by $210,000
which contributed to the decrease in the unrestricted net position for the Sanitation Fund. The
Sanitation Fund's statement of net position reflects the landfill closure and post closure costs of
$3,660,000. Of this total, approximately $2.59 million is for landfill closure costs that will
include placing a low-permeability cap on the landfill. The City has investments in the amount
of approximately $2.28 million in a trust account that will be used for the landfill closure. Itis
also estimated that approximately $1.07 million will be needed for post closure costs that will
involve monitoring, inspecting, and maintaining the landfill and its protective systems for at least
30 years. Thisincludes extensive groundwater monitoring, inspection, and repair of the cap and
other protective systems. The City will be able to fund the monitoring costs on an annual basis
through the normal revenue flow.

General Fund Budgetary Highlights

Original budget compared to final budget. As with most years, there was a need for budget
amendments. The original budget was adopted with expenditures set at $26,500,000. The first
amendment increased the general fund budget to $27,134,000. Using the prior year surplus, the
City increased appropriations in the amount of $267,000 for sidewalks, parking lot paving, and
street overlays. The surplus was also used for a new $25,000 Dog Park, $40,000 for replacement
of the bar-b-q pit roof, and a $30,000 half-pike for the parks and recreation department. The
General Fund also transferred $100,000 to the Sanitation Fund for new recycling carts. There
was also a $50,000 appropriation to an outside agency to help improve conditions in the East
end. The other amendments were small and varied.
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The second amendment was done late in the fisca year and increased the total general fund
appropriation to $27,205,000. Additional appropriations in the amount of $53,500 were needed
in the fire department for various repairs to vehicles and equipment. Another $17,500 was added
to the police department for 10 body armor vests and supplies for the Y outh Citizen’s Academy.

The amended fiscal 2014 budget was approved with anticipated expenses exceeding anticipated
revenue by $1,935,300. The difference was to come from reserves. The General Fund's actual
revenue and transfers in were $25,908,875 or 102.5% of the approved budget of $25,269,700 or
a difference of $639,175. The General Fund's actual expenses and transfers out were
$24,545,404 or 90.2% of approved budget of $27,205,000 or a difference of $2,659,596.

Final budget compared to actual results. The most significant differences between estimated
revenues and actual revenues were as follows:

Revenue source Estimated Revenues Actual Revenues Difference
Property Tax $7,631,300 $7,838,056 $ 206,756
Payroll and Net Profits Tax ~ $5,075,000 $5,159,531 $ 84,531
Miscellaneous $ 34,650 $ 248,766 $214,116

As a genera practice, the budgets for tax revenue are conservative. Even though prior year
numbers are reviewed and trends are analyzed, the budget committee has adopted the approach
to avoid budget shortfalls. The actua revenues for property tax came in at 102.7% while the
actual for payroll and net profits tax came in at 101.7%. The miscellaneous account exceeded
budget due to the sale of surplus property in the amount of $150,000 and reimbursable services
exceeding the budget by $92,696.

Expense Estimated Expense  Actua Expense Difference
Health Insurance $3,255,000 $2,880,446 $ 374,554
Salaries — Operational $6,215,640 $5,738,718 $ 476,922
Police & Fire Pension $2,066,340 $1,911,019 $ 155,321
Specia Projects $ 338,500 $ 118,040 $ 220,460
Park Improvements $ 215,700 $ 22,802 $ 192,898

A review of actual expenditures compared to the appropriation in the final budget yields some
rewarding numbers. The City of Henderson has been working diligently to control costs in al
departments and across all categories. Health insurance costs that usually had large increases in
prior years actualy had smaller increases. In July 2012, the City of Henderson switched the
third party administrator for the health insurance plan. With the City getting bigger discounts,
health insurance came in 88.5% of budget. Due to open positions in severa departments,
operating salaries were $476,922 below budget or 92.3% of anticipated expenses. The police
and fire pension expense also benefited from several open positions. The costs for this line item
were $155,321 below estimated or 92.5% of budget.

The specia projects estimated expense item included funds for an environmental report for the

old Henderson Gaslight property that have come in $37,000 under budget. This account also
included another $89,000 for the City’s match on a state drainage grant that has progressed
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slower than expected but should be well under way in fiscal 2015. Park improvements include a
new skate park instaled in fiscal 2015 and a new park in the East End that will be partially
funded by State grants; however, the approval has yet to be received and will progress in fiscal
2015.

Capital Asset and Debt Administration

Capital Assets. The City of Henderson’s investment in capital assets for its governmental
and business-type activities as of June 30, 2014, amounts to $31,437,850 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, machinery and
equipment, gas system improvements, park facilities, vehicles, sculptures, and infrastructure.
Thetotal decrease in capital assets for the current fiscal year was approximately 7.7%.

City of Henderson’s Capital Assets
(net of depreciation)

Governmental Activities Business-TypeActivities Tota

2014 2013 2014 2013 2014 2013
Land $ 3,111,493 $ 3,522,408 $ 114,815 $ 114,815 $ 3,226,308 $ 3,637,223
Artwork 196,500 196,500 - - 196,500 196,500
Buildings 8,097,420 8,332,385 157,349 179,556 8,254,769 8,511,941
Improvements 4,903,219 5,306,194 - - 4,903,219 5,306,194
Vehicles 984,257 1,173,134 332,966 276,912 1,317,223 1,450,046
Natura Gas System - - 2,174,806 2,234,807 2,174,806 2,234,807
Equipment 507,846 710,779 240,823 290,821 748,669 1,001,600
Infrastructure 10,616,356 11,722,195 10,616,356 11,722,195

Totd $ 28,417,091 $ 30,963,595 $ 3,020,759 $ 3,096,911 $ 31,437,850 $ 34,060,506

Major capital asset events during the current fiscal year included the following:
e Saeof $410,915 of surplusreal estate property
e Demoalition of the old Doc Hosbach Tennis Complex with anet book value of
approximately $84,869.
e Nearly $123,600 spent on 5 new fully equipped police cars.

Additional information on the City of Henderson’s capital assets may be found in Note 4 in the
notes to the financial statements on pages 54-55 of this report.

Long-Term Debt. At the end of the current fiscal year, the City of Henderson had total bonded

debt outstanding of $35,500,000. All of the $35,500,000 is backed by the full faith and credit of
the City.
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City of Henderson’s Outstanding Debt
(net of depreciation)

Governmentd Activities Business-Type Activities Totd
2014 2013 2014 2013 2014 2013
Generd Obligations
Bonds $ 35,500,000 $37,395000 $ - $ - $ 35,500,000 $ 37,395,000

Debt Description

Fire Station and Riverfront Property — During fiscal 2007, the City issued $5,230,000 in
genera obligation bonds for the construction of a new fire station and for the purchase of
riverfront property that will be used for park development. Approximately $1,950,000 of
bond proceeds were used for the advance refunding of a capital lease used in 2000 for the
purchase of an office building that houses the Police Department, Code Enforcement
Division, Planning Commission, and the Emergency Management Agency.

Henderson Water Utility Downtown Project - During the year ended June 30, 2011, the
City issued $10,125,000 Build America Bonds to pay a portion of the costs of
acquisition, construction, and installation of additions and improvements to the City’s
combined and consolidated municipal water, sanitary sewer, and storm sewer system,
including the instalation of new water and sanitary sewer lines and the conversion of
existing sanitary sewer lines to storm sewer lines in downtown Henderson, Kentucky and
to pay other allowable expenditures including issuance costs.

Refunding of Prior Debt - During the year ended June 30, 2011, the City issued
$3,605,000 to currently refund and redeem the outstanding City of Ewing, Kentucky,
Kentucky Area Development Districts Financing Trust, Lease Acquisition Program
Revenue Bonds, Fixed Rate Series 2000H (funding for the City of Henderson,
Kentucky), dated July 20, 2000 (the “2000H Obligations’), being bonds maturing on
December 1, 2011 — 2016 and term bonds maturing on December 1, 2022, in the total
principal amount of $1,310,000, by providing for the City’s prepayment of its |ease rental
payments pursuant to two lease agreements between the Kentucky Area Development
Districts Financing Trust and the City securing the 2000H Obligations, in order to derive
debt service savings. This debt was recorded in the records of the City as KADD-
Riverfront |ease payable and KADD-Police Station |ease payable.

Proceeds were also used to advance refund and redeem the outstanding City of Ewing,
Kentucky, Kentucky Area Development Districts Financing Trust, Lease Acquisition
Program Revenue Bonds, Fixed Rate Series 2000Y (funding for the City of Henderson,
Kentucky), dated July 20, 2000 (the “2000Y Obligations’), being bonds maturing on
December 1, 2015 and term bonds maturing on December 1, 2012, 2014, 2017, 2019, and
2023, in the principal amount of $1,470,000, by providing for the City’s prepayment of
its lease rental payments pursuant to a lease agreement dated December 31, 2003,
between the Kentucky Area Development Districts Financing Trust and the City securing
the 2000Y Obligations, in order to derive debt service savings. This debt was recorded in
the records of Henderson Water Utility as KADD 2002-Canoe Creek |ease payable.
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Proceeds in the amount of $650,000 were also used to reimburse the City for its payment
on December 15, 2010, of the City’s General Obligation Bond Anticipation Note Series
2008C (the “2008C Note”), which was outstanding in the principal amount of $1,583,737
and which matured on December 15, 2010 and to pay other alowable expenditures
including issuance costs.

Fire Station - During the year ended June 30, 2012, the City issued $2,085,000 non-
taxable bonds to pay costs of the acquisition, construction and equipping of a new
municipa fire station within the City, including the costs of the land upon which the fire
station isto be located, architectural fees, and other allowable expenditures.

Combined and Consolidated Municipal Water, Sanitary Sewer and Storm Sewer System -
During the year ended June 30, 2012, the City issued $9,995,000 in non-taxable bonds to
pay a portion of the costs of the acquisition, construction and installation of additions and
improvements to the City’s combined and consolidated municipal water, sanitary sewer
and storm sewer system (the “System”), including (1) the renovation and upgrading of
the City’s North Wastewater Treatment Plant and (2) the construction of a new 12 MGD
North Fork Pump Station and approximately 2,400 feet of related 42" gravity sewer lines.

Combined and Consolidated Municipal Water, Sanitary Sewer and Storm Sewer System -
During the year ended June 30, 2013, the City issued $9,730,000 in non-taxable bonds to
pay a portion of the costs of the acquisition, construction and installation of additions and
improvements to the City’s combined and consolidated municipal water, sanitary sewer
and storm sewer system (the “System”), including (1) the renovation and upgrading of a
new headworks structure, a third fina clarifier, waste and return activated sludge
pumping, ultraviolet disinfection, and interna plant piping at the City’s North
Wastewater Treatment Plant, such additions and improvements to increase the capacity of
the Plant from 15 million to 25.5 million gallons per day.

The City of Henderson’s total debt decreased by $1,895,000, (5.1%) during the current fiscal
year. The reason for the decrease was the payment of the annual principal for the fiscal year.

The City of Henderson has maintained an Aa3 rating from Moody’ s Investors Service for genera
obligation debt. The Aa3 is considered investment grade. For the long-term, Aa3 is rated as
high quality and very low credit risk and for the short-term, it is rated as the best ability to repay
short-term debt.

Kentucky statutes limit the amount of general obligation debt a governmental entity may issue to
10% of the value of the taxable property therein, to be estimated by the last assessment previous
to the incurring of the indebtedness, unless in case of emergency, the public health or safety
should so require. The current debt limit for the City of Henderson is $110,727,000, which is
significantly in excess of the current outstanding general obligation debt of $35,500,000.

Additional information on the City of Henderson’s long-term debt may be found in Note 5 on
pages 56-61 of this report.
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Economic Factorsand Next Year’s Budget and Rates

The City of Henderson was able to fund the fiscal 2015 Budget with existing resources and the
use of reserves from the General, Gas, and Sanitation Funds. Modest growth in property tax
receipts and holding increases in operating expenses to a minimum will enable the City to
continue to meet its needs.

In September of 2014, the Board of Commissioner passed a modest increase ($0.016 per $100 of
fair market assessment) in the property tax rate. The increase was the compensating property tax
rate that essentially gives the City the same revenue as the prior year plus additions to the tax
rolls. It isanticipated that the tax rate will generate an additional $261,000 in tax revenue.

For fiscal 2014, there were 238 construction permits issued with a total value of $11,048,456.
There were 20 single family units, 3 duplexes (6 units), and 3 multi-family (30 units) for atota
of 56 units approved. Thetotal value for new housing was $4,638,800.

There were 2 new commercial developments with a total value of $1,131,000. There were 14
permits issued for demolition of substandard residential structures.

The unemployment rate for the City of Henderson in June 2014 was 6.9% which was higher than
the national rate of 6.3% but lower than the Kentucky rate of 7.4%.

Interest rates are expected to remain at record low levels throughout the 2015 fiscal year. The
City of Henderson issued additional general obligation bonds in the amount of $8.0 million on
behalf of Henderson Water Utility.

If suitable property is located and purchased, the City of Henderson will consider the
construction of a new public works facility that will include natura gas, sanitation, and city
garage operations.

The City of Henderson is creating a Vision Plan and the Henderson City/County Planning
Commission is updating the Comprehensive Plan. These plans are being led by City/County
staff, a Community Visioning Steering Committee and a consultant team. The Comprehensive
Plan will establish the long-term community vision which defines the quantity of growth, quality
of growth and location of growth that the community desires.

Using the annual surpluses, the City of Henderson has embarked on a Community Betterment
Project that includes improving sidewaks, roads, street lights, and overall community
appearance.

Requests for Information

This financial report is designed to provide a general financial overview for citizens, taxpayers,
and customers of the City of Henderson. Questions or requests for additional financia
information may be sent to Robert Gunter, Finance Director, City of Henderson, 222 First Street,
PO Box 716, Henderson, KY 42419-0716, or visit our website at: www.cityofhendersonky.org.
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Basic Financial Statements



ASSETS

Cash
Investments
Receivables
Internal balances
Inventories

Prepaid expenses
Restricted assets:

Cash
Investments

Receivable from HWU:
Due in one year
Due after one year
Land and other nondepreciable capital assets
Capital assets, net of accumulated depreciation

Other assets

Total assets

LIABILITIES

Accounts payable and accrued liabilities

Deposits payable

Due to component units
Gas storage liability
Noncurrent liabilities:
Due in one year
Due after one year

Total liabilities

NET POSITION

Net investment in capital assets

Restricted for:
Debt service

Law enforcement

Unrestricted

Total net position

Total liabilities and net position

City of Henderson, Kentucky

Statement of Net Position
June 30, 2014

Primary Government

Component Units

Henderson Henderson
Governmental Business-type Municipal Water
Activities Activities Total Power & Light Utility
$ 5,809,944 $ 2,329,102 8,139,046 $ 1,363,626 9,028,245
7,870,718 4,205,257 12,075,975 17,869,158 2,101,991
781,999 1,623,440 2,405,439 5,826,884 1,277,232
(999,129) 999,129 - - -
56,363 149,372 205,735 5,000,606 923,759
- - - 103,324 32,447
190,073 - 190,073 - 188,570
- - - 3,826,221 1,060,069
1,365,470 - 1,365,470 - -
27,230,730 - 27,230,730 - -
3,307,993 114,815 3,422,808 1,235,451 862,879
25,109,098 2,905,944 28,015,042 61,644,168 73,977,419
448,566 - 448,566 - 274,442
$ 71,171,825 $ 12,327,059 83,498,884 $ 96,869,438 89,727,053
$ 1,933,261 $ 1,408,821 3,342,082 $ 9,053,652 3,099,959
- 284,781 284,781 659,894 77,415
910,977 - 910,977 - -
- 618,500 618,500 - -
2,630,000 - 2,630,000 595,000 2,832,295
34,876,923 3,660,000 38,536,923 13,270,000 34,547,466
40,351,161 5,972,102 46,323,263 23,578,546 40,557,135
21,513,291 3,020,759 24,534,050 49,014,619 38,389,653
68,456 - 68,456 3,826,221 141,941
45,021 - 45,021 - -
9,193,896 3,334,198 12,528,094 20,450,052 10,638,324
30,820,664 6,354,957 37,175,621 73,290,892 49,169,918
$ 71,171,825 $ 12,327,059 83,498,884 $ 96,869,438 89,727,053

The accompanying notes are an integral part of the financial statements.
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Functions/Programs
Primary government
Governmental activities:
Administration
Finance
Mass transit
Parks and recreation
Police
Fire
Public works
Nondepartmental
Interest on long-term debt
Total governmental activities

Business-type activities:
Gas
Sanitation
Total business-type activities

Total primary government
Component units
Henderson Municipal Power & Light

Henderson Water Utility

Total component units

City of Henderson, Kentucky
Statement of Activities
For the Fiscal Year Ended June 30, 2014

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Primary Government

Component Units

Operating Capital Henderson Henderson
Charges for Grants and Grants and Governmental Business-type Municipal Water
Expenses Services Contributions Contributions Activities Activities Total Power & Light Utility
4,919,330 $ 2,258,509 $ 291,766 $ 323,616 $ (2,045439) $ - $  (2,045,439)
2,599,737 2,929,809 - - 330,072 - 330,072
1,411,411 53,276 563,025 55,634 (739,476) - (739,476)
2,320,197 235,609 - - (2,084,588) - (2,084,588)
6,675,677 875,418 369,432 - (5,430,827) - (5,430,827)
5,434,815 6,000 229,818 - (5,198,997) - (5,198,997)
5,644,391 102,259 937,703 251,290 (4,353,139) - (4,353,139)
2,295,114 - - - (2,295,114) - (2,295,114)
1,102,740 - 857,016 - (245,724) - (245,724)
32,403,412 6,460,880 3,248,760 630,540 (22,063,232) - (22,063,232)
18,635,805 20,374,653 - - - 1,738,848 1,738,848
3,450,869 3,269,514 96,160 - - (85,195) (85,195)
22,086,674 23,644,167 96,160 - - 1,653,653 1,653,653
54,490,086 $ 30,105,047 $ 3,344,920 $ 630,540 (22,063,232) 1,653,653 (20,409,579)
64,133,566 $ 60,791,429 $ - $ - $  (3,342,1137) $ -
16,739,967 17,795,470 - - - 1,055,503
80,873,533 $ 78,586,899 $ - $ - (3,342,137) 1,055,503
General revenues:
Taxes:
Property 7,838,056 - 7,838,056 - -
Payroll and net profits 5,159,531 - 5,159,531 - -
Insurance 4,580,176 - 4,580,176 - -
Franchise 674,160 - 674,160 - -
Bank deposits 147,333 - 147,333 - -
Distributions from component units 1,644,724 - 1,644,724 - -
Investment income 127,507 65,720 193,227 22,834 29,481
Transfers 1,400,000 (1,400,000) - - -
Total general revenues and transfers 21,571,487 (1,334,280) 20,237,207 22,834 29,481
Change in net position (491,745) 319,373 (172,372) (3,319,303) 1,084,984
Net position, beginning of year 31,312,409 6,035,584 37,347,993 76,610,195 48,084,934
Net position, end of year $ 30,820,664 $ 6,354,957 $ 37,175,621 $ 73,290,892 $ 49,169,918

The accompanying notes are an integral part of the financial statements.
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ASSETS

Cash

Investments

Receivables

Due from other funds

Inventories

Restricted assets:
Cash

Receivable from HWU:

Due in one year
Due after one year

Total assets
LIABILITIES

Accounts payable
Accrued wages

Due to other funds

Due to component units

Total liabilities

FUND BALANCES
Nonspendable

Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

City of Henderson, Kentucky

Balance Sheet
Governmental Funds
June 30, 2014

Debt Capital Nonmajor Total
General Service Projects Governmental Governmental

Fund Fund Fund Funds Funds
$ 5477477 $ - $ 1,316 $ 63,229 $ 5,542,022
7,870,718 - - - 7,870,718
448,398 - - 301,431 749,829
140,189 - - - 140,189
30,340 - - 26,023 56,363
- 68,456 - 121,617 190,073
- - 1,365,470 - 1,365,470
- - 27,230,730 - 27,230,730
$ 13,967,122 $ 68,456 $ 28,597,516 $ 512,300 $ 43,145,394
$ 797,439 $ - $ 45,339 $ 234,573 $ 1,077,351
303,720 - - 43,168 346,888
1,128,629 - - 10,689 1,139,318
910,977 - - - 910,977
3,140,765 - 45,339 288,430 3,474,534
30,340 - - 26,023 56,363
- 68,456 28,596,200 45,021 28,709,677
2,767,296 - - 166,710 2,934,006
2,760,400 - - - 2,760,400
5,268,321 - (44,023) (13,884) 5,210,414
10,826,357 68,456 28,552,177 223,870 39,670,860
$ 13,967,122 $ 68,456 $ 28,597,516 $ 512,300 $ 43,145,394

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky
Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Position
June 30, 2014

Total fund balances of governmental funds per balance sheet

Amounts reported for governmental activities in the statement of net position
are different because:

Capital assets, net of accumulated depreciation, used in governmental
activities are not current financial resources and, therefore, are not
reported in the governmental funds.

Other assets in governmental activities, which consist of negative
net pension obligations for the City's two pension plans,
are not current financial resources and, therefore, are not reported in
the governmental funds.

The Health Insurance Fund, an internal service fund, is used to charge
health insurance costs to individual funds and other entities. The
assets and liabilities of this internal service fund are included in
governmental activities in the statement of net position.

Long-term debt and other liabilities were not currently due and payable
in the fiscal year ended June 30, 2014, and, therefore, were not reported
in the governmental funds.

Long-term debt payable $ (35,500,000)
Accrued compensated absences (1,381,923)
HRA Fund unfunded obligation (625,000)

Total net position of governmental activities per statement of net position

The accompanying notes are an integral part of the financial statements.
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(208,930)

(37,506,923)
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City of Henderson, Kentucky

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2014

REVENUES
Taxes:

Property

Payroll and net profits

Insurance

Franchise

Bank deposits
Intergovernmental
Distributions from component units
Service charges and fees
Rents, concessions, and other services
Licenses and permits
Fines, finance charges, and penalties
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Current:
Administration
Finance
Mass transit
Parks and recreation
Police
Fire
Public works
Nondepartmental
Debt service:
Principal
Interest
Capital outlays
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Debt Capital Nonmajor Total
General Service Projects Governmental Governmental

Fund Fund Fund Funds Funds
$ 7,838,056 $ - - $ - $ 7,838,056
5,159,531 - - - 5,159,531
4,580,176 - - - 4,580,176
674,160 - - - 674,160
147,333 - - - 147,333
3,278,381 857,016 524,906 1,794,577 6,454,880
1,644,724 - - - 1,644,724
536,801 - - 800,111 1,336,912
124,415 - - - 124,415
84,349 - - - 84,349
64,483 - - - 64,483
99,313 87 25,880 953 126,233
248,766 208 - 15,316 264,290
24,480,488 857,311 550,786 2,610,957 28,499,542
2,240,363 - 103,873 93,627 2,437,863
2,582,338 - - - 2,582,338
- - - 1,285,332 1,285,332
1,468,332 - - 365,081 1,833,413
5,433,316 - - 1,033,388 6,466,704
5,212,349 - - - 5,212,349
2,052,893 - - 1,745,135 3,798,028
2,295,114 - - - 2,295,114
- 1,895,000 - - 1,895,000
- 1,102,740 - - 1,102,740
200,699 - 521,593 59,121 781,413
21,485,404 2,997,740 625,466 4,581,684 29,690,294
2,995,084 (2,140,429) (74,680) (1,970,727) (1,190,752)
1,428,387 2,139,280 325,000 1,958,000 5,850,667
(3,060,000) - (1,390,667) - (4,450,667)
(1,631,613) 2,139,280 (1,065,667) 1,958,000 1,400,000
1,363,471 (1,149) (1,140,347) (12,727) 209,248
9,462,886 69,605 29,692,524 236,597 39,461,612
$ 10,826,357 $ 68,456 $ 28,552,177 $ 223,870 $ 39,670,860

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Fiscal Year Ended June 30, 2014

Net change in fund balances of governmental funds $ 209,248

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of capital assets is allocated
over their estimated useful lives and reported as depreciation expense.
In addition, governmental funds do not report the net book value of
deletions as expenditures.

Capital outlays 781,413
Depreciation expense (2,832,133)
Deleted capital assets (495,784)

Governmental funds report the repayment of the principal on long-term debt
as an expenditure, while the statement of activities does not report such
repayment as an expense.
Principal paid on long-term debt 1,895,000

Expenses or revenues in the statement of activities that do not affect current
financial resources are not reported as expenditures or revenues in the
governmental funds.

Increase in negative net civil service pension obligation 80,047
Increase in negative net police & fire pension obligation 5,071
Increase in accrued compensated absences (60,047)
Increase in HRA Fund unfunded obligation (138,000)
Miscellaneous charges (9,900)

The Health Insurance Fund, an internal service fund, is used to charge
health insurance costs to individual funds and other entities. The
statement of activities includes the net income of this fund.
Net income of Health Insurance Fund 73,340

Change in net position of governmental activities $ (491,745)

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

REVENUES
Taxes:
Property

Payroll and net profits

Insurance
Franchise

Bank deposits
Intergovernmental
Distributions from component units
Service charges and fees
Rents, concessions, and other services
Licenses and permits
Fines, finance charges, and penalties
Investment income

Miscellaneous

Total revenues

EXPENDITURES

Current:

Administration

Finance

Parks and recreation

Police
Fire
Public works

Nondepartmental

Capital outlays

Total expenditures
Excess of revenues over expenditures

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balance
Fund balance, beginning of year

Fund balance, end of year

General Fund

For the Fiscal Year Ended June 30, 2014

Budget
Variance with
Original Final Actual Final Budget
$7,631,300 $7,631,300 $ 7,838,056 $ 206,756
5,075,000 5,075,000 5,159,531 84,531
4,528,000 4,528,000 4,580,176 52,176
675,000 675,000 674,160 (840)
147,000 147,000 147,333 333
3,268,300 3,284,300 3,278,381 (5,919)
1,644,700 1,644,700 1,644,724 24
528,100 528,100 536,801 8,701
126,050 126,050 124,415 (1,635)
82,000 82,000 84,349 2,349
64,000 64,000 64,483 483
49,600 49,600 99,313 49,713
34,650 34,650 248,766 214,116
23,853,700 23,869,700 24,480,488 610,788
2,410,000 2,413,200 2,240,363 172,837
2,834,120 2,835,720 2,582,338 253,382
1,449,260 1,527,260 1,468,332 58,928
6,033,430 6,069,530 5,433,316 636,214
5,356,160 5,386,060 5,212,349 173,711
2,122,510 2,160,510 2,052,893 107,617
2,708,700 2,814,700 2,295,114 519,586
460,820 576,020 200,699 375,321
23,375,000 23,783,000 21,485,404 2,297,596
478,700 86,700 2,995,084 2,908,384
1,400,000 1,400,000 1,428,387 28,387
(3,125,000) (3,422,000) (3,060,000) 362,000
(1,725,000) (2,022,000) (1,631,613) 390,387
(1,246,300) (1,935,300) 1,363,471 3,298,771
9,462,886 9,462,886 9,462,886 -
$8,216,586 $7,527,586 $10,826,357 $ 3,298,771
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ASSETS
Current assets:
Cash
Investments
Receivables
Due from other funds
Inventories
Total current assets

Noncurrent assets:

Investments, designated for landfill

closure costs
Land
Capital assets, net of
accumulated depreciation
Total noncurrent assets

Total assets

LIABILITIES

Current liabilities:
Accounts payable
Deposits payable
Accrued wages
Due to other funds
Gas storage liability

Total current liabilities

Noncurrent liabilities:
Estimated landfill closure costs
Total noncurrent liabilities
Total liabilities
NET POSITION
Net investment in capital assets
Unrestricted

Total net position

Total liabilities and net position

The accompanying notes are an integral part of the financial statements.

City of Henderson, Kentucky
Statement of Net Position
Proprietary Funds
June 30, 2014

Business-type Activities

Enterprise Funds

Total
Gas Sanitation Enterprise
Fund Fund Funds

2,242,547 $ 86,555 $ 2,329,102
1,924,715 - 1,924,715
1,444,135 179,305 1,623,440
998,657 129,972 1,128,629
149,372 - 149,372
6,759,426 395,832 7,155,258
- 2,280,542 2,280,542
- 114,815 114,815
2,374,940 531,004 2,905,944
2,374,940 2,926,361 5,301,301
9,134,366 $ 3,322,193 $ 12,456,559
1,193,065 $ 167,036 $ 1,360,101
284,781 - 284,781
29,417 19,303 48,720
- 129,500 129,500
618,500 - 618,500
2,125,763 315,839 2,441,602
- 3,660,000 3,660,000
- 3,660,000 3,660,000
2,125,763 3,975,839 6,101,602
2,374,940 645,819 3,020,759
4,633,663 (1,299,465) 3,334,198
7,008,603 (653,646) 6,354,957
9,134,366 $ 3,322,193 $ 12,456,559
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Governmental
Activities-
Internal

Service Fund

Health
Insurance
Fund

$ 267,922

32,170

300,092

5300002

509,022

(208,930)
(208,930)

5300002



Governmental
Activities-
Business-type Activities Internal
Enterprise Funds Service Fund
Total Health
Gas Sanitation Enterprise Insurance
Fund Fund Funds Fund
OPERATING REVENUES
Gas sales $ 20,259,890 $ - $ 20,259,890 $ -
Sanitation fees - 3,332,349 3,332,349 -
Other income 114,763 33,325 148,088 -
Health insurance premiums:
City of Henderson - - - 3,988,065
Henderson Municipal Power & Light - - - 529,532
Henderson Water Utility - - - 1,073,055
Other - - - 408,264
Total operating revenues 20,374,653 3,365,674 23,740,327 5,998,916
OPERATING EXPENSES
Gas administration 1,455,423 - 1,455,423 -
Gas distribution 16,971,035 - 16,971,035 -
Sanitation expenses - 3,101,294 3,101,294 -
Landfill closure cost - 210,000 210,000 -
Depreciation 209,347 139,575 348,922 -
HRA Fund contributions - - - 309,000
Health insurance administration - - - 602,264
Health insurance claims - - - 5,015,586
Total operating expenses 18,635,805 3,450,869 22,086,674 5,926,850
Income (loss) from operations 1,738,848 (85,195) 1,653,653 72,066
NONOPERATING REVENUES
Investment income 30,646 35,074 65,720 1,274
Income (loss) before transfers 1,769,494 (50,121) 1,719,373 73,340
Transfers out to General Fund (1,400,000) - (1,400,000) -
Change in net position 369,494 (50,121) 319,373 73,340
Net position, beginning of year 6,639,109 (603,525) 6,035,584 (282,270)
Net position, end of year $ 7,008,603 $ (653,646) $ 6,354,957 $ (208,930)

City of Henderson, Kentucky
Statement of Revenues, Expenses, and Changes in Net Position
Proprietary Funds
For the Fiscal Year Ended June 30, 2014

The accompanying notes are an integral part of the financial statements.
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City of Henderson, Kentucky
Statement of Cash Flows
Proprietary Funds

For the Fiscal Year Ended June 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments for goods and services
Payments for employees
Payments for HRA Fund contributions
Payments for health insurance claims
Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Loans from General Fund
Loan repayments to General Fund
Transfers to General Fund
Net cash provided (used) by noncapital
financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchases of capital assets
Loan repayments to General Fund
Net cash provided (used) by capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from investments
Purchases of investments
Interest received
Investment fees paid
Net cash provided (used) by investing activities

Net increase (decrease) in cash
Cash, beginning of year

Cash, end of year

Reconciliation of income from operations to
net cash provided (used) by operating activities
Income (loss) from operations
Reconciling items:
Depreciation expense
Landfill closure cost
Receivables (increase) decrease
Due from other funds (increase) decrease
Inventories (increase) decrease

Accounts and deposits payable increase (decrease)

Accrued wages increase (decrease)
Gas storage liability increase (decrease)
Net cash provided (used) by operating activities

Noncash investing activities:
(Increase) decrease in fair value of investments

Business-type Activities

Enterprise Funds

Total
Gas Sanitation Enterprise

Fund Fund Funds
$20,123,100 $ 3,309,239 $23,432,339
(16,499,066) (2,108,802) (18,607,868)
(1,623,296) (1,068,383) (2,691,679)
2,000,738 132,054 2,132,792
277,000 135,000 412,000
(277,000) (135,000) (412,000)
(1,400,000) - (1,400,000)
(1,400,000) - (1,400,000)
(162,007) (110,763) (272,770)
- (55,500) (55,500)
(162,007) (166,263) (328,270)
1,185,956 837,887 2,023,843
(867,978) (865,358) (1,733,336)
39,118 29,256 68,374
(1,286) (1,374) (2,660)
355,810 411 356,221
794,541 (33,798) 760,743
1,448,006 120,353 1,568,359
$ 2,242,547 $ 86,555 $ 2,329,102
$ 1,738,848 $ (85,195) $ 1,653,653
209,347 139,575 348,922
- 210,000 210,000
(160,189) 22,973 (137,216)
(126,482) (79,408) (205,890)
10,991 - 10,991
185,645 (80,659) 104,986
3,378 4,768 8,146
139,200 - 139,200
$ 2,000,738 $ 132,054 $ 2,132,792
$ 7,307 $ (6,304) $ 1,003

The accompanying notes are an integral part of the financial statements.
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Governmental
Activities-
Internal

Service Fund

Health
Insurance
Fund

$ 6,001,733
(602,264)

(309,000)
(5,144,380)

(53,911)

1,274

1,274;
(52,637)
320,559

8 267,022

$ 72,066

2,817

(128,794)

$ (53,911)
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