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Honorable Mayor and Members of the City Council
City of Henderson, Nevada

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Henderson, Nevada
(the City) 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 as listed in the table of contents.

An audit performed in accordance with applicable professional standards is a process designed to obtain
reasonable assurance about whether the City's basic financial statements are free from material misstatement.
This process involves performing procedures to obtain audit evidence about the amounts and disclosures in the
basic financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the basic financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the City's preparation and fair
presentation of the basic financial statements to enable the design of audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of the
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as the overall presentation of the basic financial statements.

Management’s Responsibility for the Financial Statements. Management is responsible for the preparation
and fair presentation of the basic 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 basic financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors' Responsibility. Our responsibility is to express an opinion on the basic 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,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the basic financial statements are free from material
misstatement.

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

Opinion. In our opinion, the basic financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City as of and for the year ended June 30, 2013, and the respective
changes in financial position and, where applicable, cash flows thereof, and the budgetary comparison
information for the general fund and each major special revenue fund, as listed in the table of contents for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters. Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and other post employment benefits - schedule of funding progress on
pages 11-23 and 73-74 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
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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 our opinion on the financial
statements that collectively comprise the City's basic financial statements. The introductory section, other
supplementary information, as listed in the table of contents, statistical section and schedule of business license
fees are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The other supplementary information, as listed in the table of contents, is the responsibility of management and
was derived from and relates 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 other supplementary
information as listed in the table of contents is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory section, statistical section and schedule of business license fees 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 6, 2013, on our consideration of the City's internal
control over financial reporting and on our tests of its compliance with certain provisions of 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 the results of that testing, and not to
provide an 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's internal
control over financial reporting and compliance.

Las Vegas, Nevada
November 6, 2013
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED JUNE 30, 2013

As management of the City of Henderson, Nevada (the City), we offer readers of the City's financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2013. Please read
this in conjunction with the transmittal letter at the beginning of this report and the City's financial statements following
this section.

Financial Highlights

The assets of the City exceeded its liabilities at June 30, 2013, by $2,622,274,339 (net position). Of this amount,
$174,324,582 (unrestricted net position) may be used to meet the City’s ongoing obligations to citizens and creditors.

During fiscal 2013, the City’s total net position decreased by $63,211,803. See the sections on Governmental
Activities and Business-type Activities below for explanations of the decrease.

As of June 30, 2013, the City’s governmental funds reported combined ending fund balances of $235,488,690, a
decrease of $30,495,784 in comparison with the prior year. See the governmental fund analysis below for explanations
of the decrease. Approximately 7.0% of ending fund balances, or $16,391,761, is available for spending at the City’s
discretion (unassigned fund balance).

As of June 30, 2013, unassigned fund balance in the general fund was 7.8% of fiscal 2013 expenditures in the general
fund.

Financial Statement Overview

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The City’s
basic financial statements consist of three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other supplementary information in addition
to the basic financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City’s finances, in
a manner similar to a private-sector business.

The Statement of Net Position presents information on all of the City’s assets, deferred outflows of resources, liabilities,
and deferred inflows of resources, with the net of these items reported as “net position.” Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The Statement of Activities presents information showing how the government’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will result in cash flows in future fiscal periods.

The government-wide financial statements distinguish functions of the City that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges (business-type activities). The governmental activities of the City
include general government, judicial, public safety, public works, culture and recreation, and community support. The
business-type activities of the City include Water and Sewer operations, the Development Services Center, Cultural Arts
and Tourism, and a Municipal Golf Course.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

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, 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 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 functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund
financial statements focus on near-term inflows and outflows of spendable resources, as well as balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating 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 financial statements. By doing so, readers may better understand the long-term impact of the
government’s short-term financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City maintains twenty-two individual governmental funds as of June 30, 2013. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in
fund balances for the General Fund, Grants Special Revenue Fund, General Obligation Debt Service Fund, Special
Assessment Districts Capital Projects Fund, and the Municipal Facilities Acquisition and Construction Capital Projects
Fund, all of which are considered to be major funds. Data from the other governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in the report.

The City adopts an annual appropriated budget for all its governmental funds. A budgetary comparison for the City’s
General Fund and the Grants Special Revenue Fund has been provided as a component of the basic financial statements to
demonstrate compliance with this budget. Budget comparisons for other funds are provided elsewhere in the report.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Proprietary Funds

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.
The City maintains two different types of proprietary funds (i.e., enterprise funds and internal service funds). Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for its Water and Sewer activities, both of which are considered
major funds. Data from the three non-major enterprise funds are combined into a single, aggregate presentation.
Individual fund data for each of these non-major enterprise funds is provided in the form of combining statements
elsewhere in the report.

Internal service funds are used by the City to accumulate and allocate costs internally among the City’s various functions.
The City uses internal service funds to account for its engineering services, its City vehicles, its self-insurance activities, to
account for loan activities to other funds for special assessment districts and to account for general citywide services.
Because these services predominantly benefit governmental rather than business-type functions, they have been included
within governmental activities in the government-wide financial statements. All internal service funds are combined into a
single, aggregated presentation in the proprietary fund financial statements. Individual fund data for the internal service
funds is provided in the form of combining statements elsewhere in 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 financial statements because the resources of those funds are not available to

support the City’s own programs.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-
wide and fund financial statements.

Other Information

The combining statements referred to earlier in connection with non-major governmental funds and non-major enterprise
funds are presented immediately following the notes to the financial statements. Internal service funds are presented after
the governmental fund statements.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. At June 30,
2013, the City's net position is $2,622,274,339.

The largest portion of the City’s net position (84.8%) reflects its investment in capital assets (e.g., land, buildings,
machinery and equipment, etc.), less any related outstanding debt used to acquire those assets. The City uses these capital
assets to provide services to citizens; consequently, these assets are not available for future spending. Although the City’s
investment in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Summary Statement of Net Position

Governmental Activities Business-type Activities Total Primary Government
2013 2012 2013 2012 2013 2012
(Restated) (Restated) (Restated)
Assets
Current, restricted and other $ 373,005,741 § 416,151,668 $ 154,068,609 $§ 162,344,010 $ 527,074,350 $§ 578,495,678
Capital 1,507,830,951  1,524,589,944 1,001,616,803  1,027,934,784  2,509,447,754  2,552,524,728
Total assets 1,880,836,692 1,940,741,612 1,155,685,412 1,190,278,794  3,036,522,104  3,131,020,406
Deferred outflows of resources 10,112,557 11,514,584 7,203,429 1,298,063 17,315,986 12,812,647
Liabilities
Current 30,414,266 46,029,568 14,984,508 16,456,147 45,398,774 62,485,715
Other 210,245,577 212,447,734 175,919,400 183,413,462 386,164,977 395,861,196
Total liabilities 240,659,843 258,477,302 190,903,908 199,869,609 431,563,751 458,346,911
Net position
Net investment in capital assets 1,377,259,345  1,391,457,251 846,172,666 858,586,532  2,223,432,011  2,250,043,783
Restricted 210,529,977 235,191,764 13,987,769 48,462,130 224,517,746 283,653,894
Unrestricted 62,500,084 67,129,879 111,824,498 84,658,586 174,324,582 151,788,465
Total net position $.1.650,289.406 $ 1,693,778,894 $§ 971,984,933 $_ 991.707.248 $2,622,274,339 §$ 2,685.486,142

A portion of the City’s net position (8.6%) is subject to external restrictions on how it may be used. The remaining
balance of $174,324,582 is considered unrestricted and may be used to meet the City’s ongoing obligations to citizens and
creditors.

During fiscal year 2013, the City adopted the provisions of Governmental Accounting Standards Board (GASB) Statement
No. 65, Items Previously Reported as Assets and Liabilities (GASB 65). GASB 65 requires that the City report deferred
outflows of resources related to deferred refunding losses on debt, which was previously netted with debt in long-term
liabilities. As required by GASB 65, fiscal year 2012 net position has been restated to account for the cumulative effect of
the adoption of a new accounting pronouncement. At June 30, 2013, the City is reporting deferred outflows of resources
in the governmental and business-type activities of $10.1 million and $7.2 million, respectively, due to the adoption of
GASB 65.

As of June 30, 2013, the City is able to report positive balances in all three categories of net position, both for government
as a whole, as well as for its separate governmental and business-type activities. The same held true for the previous fiscal
year.

The $24.7 million decrease in restricted net position for governmental activities was mainly due to payments for special
assessment infrastructure of $16.6 million during fiscal 2013. In addition, there was a $4.4 million reduction of balances
available for claims and a $2.2 million reduction of redevelopment restrictions.

The decrease of $34.4 million in restricted net position for business type activities is due to declining system development
revenues, combined with cash payments for debt, capital projects and the repair and rehabilitation of current capital assets
and infrastructure.

During the current fiscasl year, the City’s overall net position decreased by $63,211,803, with Governmental Activities
accounting for $43,489,488 of the decrease and Business-type Activities accounting for $19,722,315. See explanations for

the decreases in the sections for Governmental Activities and Business-type Activities, immediately following the table
below.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Summary Statement of Changes in Net Position

Governmental Activities Business-type Activities Total Primary Government
2013 2012 2013 2012 2013 2012
(Restated) (Restated) (Restated)
Revenues
Program revenues
Charges for services $ 44,877,495 § 46,771,978 $ 115,195,718 $ 107,538,384 $ 160,073,213 $§ 154,310,362
Operating grants and contributions 10,625,816 10,108,605 20,000 88,378 10,645,816 10,196,983
Capital grants and contributions 58,672,921 97,763,977 10,187,969 14,658,033 68,860,890 112,422,010
General revenues
Property taxes 63,320,080 67,805,008 63,320,080 67,805,008
Room taxes 823,290 784,278 1,644,032 1,564,477 2,467,322 2,348,755
Intergovernmental revenues -
consolidated tax 81,088,044 77,115,178 81,088,044 77,115,178
Motor vehicle fuel tax 3,933,820 3,945,147 3,933,820 3,945,147
Sales tax 10,704,017 10,208,557 4,025,507 3,789,604 14,729,524 13,998,161
Franchise fees, based on gross
receipts 30,011,869 30,372,912 30,011,869 30,372,912
Unrestricted investment income 2,231,741 2,358,160 1,710,311 2,413,633 3,942,052 4,771,793
Increase (decrease) in fair value of
investments (3,569,677) 1,449,379 (3,045,590) 641,934 (6,615,267) 2,091,313
Gain on disposal of capital assets 4,011,053 505,220 4,011,053 505,220
Miscellaneous 632,593 4,509,623 496,494 4,056,939 1,129,087 8,566,562
Total revenues 307,363,062 353,698,022 130,234,441 134,751,382 437,597,503 488,449,404
Expenses
General government 60,686,477 54,529,227 60,686,477 54,529,227
Judicial 14,002,003 12,710,426 14,002,003 12,710,426
Public safety 138,260,143 136,086,182 138,260,143 136,086,182
Public works 75,900,091 77,151,783 75,900,091 77,151,783
Culture and recreation 46,200,390 47,012,306 46,200,390 47,012,306
Community support 4,952,021 6,542,584 4,952,021 6,542,584
Interest expense and fiscal charges 5,465,068 4,552,101 5,465,068 4,552,101
Administrative and other costs 591,649 2,097,120 591,649 2,097,120
Water 83,514,646 85,409,430 83,514,646 85,409,430
Sewer 53,979,377 53,123,778 53,979,377 53,123,778
Development services 9,358,144 8,532,739 9,358,144 8,532,739
Cultural arts and tourism 4,444,192 4,564,263 4,444,192 4,564,263
Municipal golf course 3,455,105 3,666,570 3,455,105 3,666,570
Total expenses 346,057,842 340,681,729 154,751,464 155,296,780 500,809,306 495,978,509
Transfers (4,794,708) (3,221,142) 4,794,708 3,221,142
Change in net position (43,489.488) 9,795,151 (19,722,315) (17,324,256) (63,211,803) (7,529,105)
Net position, beginning of year, as previously
reported 1,696,232,414  1,686,244,069 1,010,084,323  1,028,435,443  2,706,316,737  2,714,679,512
Adjustment (2,453.,520) (2,260.326) _ (18,377,075) _ (19,403.939) _ (20,830,595) _ (21,664,265)

Net position, beginning of year, as adjusted 1,693,778,894  1,683,983,743 991,707,248  1,009,031,504  2,685,486,142  2,693,015,247

Net position, end of year $_1.650.289.406 $_1.693.778.894 $_ 971.984.933 S_ 991.707.248 $_2.622.274,339 §_2,685.486.142

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Governmental Activities

Governmental activities decreased the City’s net position by $43,489,488. Significant changes are as follows:

Capital grants and contributions decreased by $39.1 million. There was a decrease in grants for the Southern Nevada
Public Land Management Act of approximately $51.1 million. This was offset by an increase in capital asset related to
donated parks and land of $9.2 million and donated infrastructure of $3.4 million.

GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment
Pools (GASB 31) requires that the City’s investments be reported at market value. The market value of investments
decreased by $3.6 million in the current fiscal year.

There was a $4 million gain on sale of assets due to a sale and an exchange of appreciated land.

Other revenues decreased by $3.9 million, which was due in large part to revenues related to an agreement with a
developer to reimburse the City for legal fees related to environmental analysis in fiscal year 2012.

General Government expenses increased by $6 million due in large part to a loss on sale of land of $8.8 million related
to three transactions: 1.) Twelve acres of land was sold to Clark County School District for the Tuscany school site for
$10, resulting in a loss of $3.7 million. 2.) One hundred fifty-one acres of land was sold with the proceeds remitted to
the Bureau of Land Management, resulting in a loss of $1.7 million. The use of this land is limited to structures
approved by the Henderson Executive Airport, so no large structures or residential units will be built. 3.) The Pinnacle
Building in the Redevelopment Area was sold to Agua Gaming, resulting in a loss of $3.4 million.

Judicial expenses increased by $1.3 million due to in large part to an increase in compensated absences of $0.8 million.
A department was moved from general government to judicial in fiscal year 2013, which accounts for this increase.

Community Support expenses decreased by $1.6 million due in large part to a $1.2 million decrease in grant
expenditures related to neighborhood stabilization funds. Grant funding for this purpose was received in fiscal year
2012, with little remaining for expenditure in fiscal year 2013.

As a result of adopting GASB 65, there was a cumulative effect adjustment for the change in accounting principal,
which reduced net position by $2.1 million and $1.7 million for fiscal years 2013 and 2012 respectively. GASB 65
requires debt issuance costs to be expensed in the period incurred. Prior to adopting GASB 65, these costs were
deferred and amortized over the life of the debt.

There was a prior period adjustment which reduced net position by $0.4 million and $0.5 million in fiscal years 2013
and 2012, respectively. The adjustment was required to record deferred inflows of resources related to notes
receivable for housing rehabilitation and other loans, which was previously recognized as revenue.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Program Revenues and Expenses
Governmental Activities

Program Revenues Expeﬂes
140,000,000 E
120,000,000 E
100,000,000 E
80,000,000 E
60,000,000 E
40,000,000 E
20,000,000%
0
General government Public safety Culture and recreation Debt service
Judicial Public works Community support

Revenues by Source

Governmental Activities

3.05% Other *
9.72% Franchise fees, based on gross receipts

Charges for services 14.54% 3.47% Sales tax

Operating grants and contributions 3.44%

Capital grants and contributions 19.01% 26.27% Intergovernmental revenues - consolidated tax

Property taxes 20.51%

* Other, Room taxes 0.27%, Motor vehicle fuel tax 1.27%, Unrestricted investment income 0.00%, Gain on disposal of capital assets 1.30%, Miscellaneous 0.20%

Business-type Activities

Business-type activities decreased the City’s net position by $19,722,315. Significant changes are as follows:

Capital grants and contributions decreased by $4.5 million, due to the reduction of development fees and donated

assets.

The market value of investments decreased by $3 million.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

There was a decrease in investment income of $0.7 million due to lower cash and investment balances and a decrease
of average rate of return on investments from 1.58% in fiscal year 2012 to 1.23% in fiscal year 2013.

Other revenues decreased by $3.6 million due primarily to a refund received in fiscal 2012 from the Clean Water
Coalition (the Coalition). In 2009, the Coalition dissolved and all monies were turned over to the State by law;
however, the Nevada Supreme Court overturned this law and ruled that all monies be returned to the original
contributors (which included the City’s initial contribution to the Coalition).

As a result of adopting GASB 65, there was a cumulative effect adjustment for the change in accounting principal,
which reduced net position by $1 million and $1.1 million in fiscal years 2013 and 2012, respectively. GASB 65
requires debt issuance costs to be expensed in the period incurred. Prior to adopting GASB 65, these costs were
deferred and amortized over the life of the debt.

There was a prior period adjustment that reduced net position by $14.7 million and $15.7 million in fiscal year 2013
and 2012, respectively. The adjustment was required to write-off lateral sewer lines and fire sprinklers and irrigation
sleeves, which are owned and maintained by private parties.

There was a prior period adjustment that reduced net position by $2.6 million in both fiscal years 2013 and 2012. The
adjustment was required to record a liability to other governments related to sales tax allocation overpayments by the
Southern Nevada Water Authority for fiscal years 2001 through 2010. The City is required to repay this obligation
over the next eight years.

Program Revenues and Expenses
Business-type Activities

Program Revenues Expenses
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Revenues by Source
Business-type Activities

1.64% Other *
3.06% Sales tax

7.74% Capital grants and contributions

Charges for services 87.55%

* Other, Operating grants and contributions 0.02%, Room taxes 1.25%, Unrestricted investment income 0.00%, Miscellaneous 0.38%

Governmental Funds

The focus of the City’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’s financing requirements.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$235,488,690, a decrease of $30,495,784, in comparison with the prior year. Approximately 7.0% of this balance
($16,391,761) is unassigned, meaning it is available for spending at the government’s discretion. The remainder of fund
balance is either restricted or assigned to indicate that it is not available for new spending because it has already been
restricted by State law or outside entities ($190,966,371) or assigned for specific uses by the City ($28,130,558).

General Fund

The general fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned fund balance of
the general fund was $16,391,761, while total fund balance was $17,328,221. 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 fund expenditures. As
of and for the fiscal year ended June 30, 2013, unassigned fund balance represents 7.8% of total general fund

expenditures, while total fund balance represents 8.2% of that same amount.

The fund balance of the general fund increased by $476,259 during the current fiscal year. Key factors for this net
increase are as follows:

Transfers to other funds decreased by $2.4 million, as compared to the previous fiscal year and transfers in from other
funds decreased by $7.2 million.

Property taxes increased by $7.7 million, or 16%. This was due in large part to property taxes that were formerly
recorded in the General Obligation Debt Service Fund that are now being recorded in the general fund.

Other general fund revenues increased, but no single category increased significantly over the previous fiscal year.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

General fund expenditures increased in total by $3.6 million, but no one category increased significantly over the
previous fiscal year.

Grants Special Revenue Fund

At June 30, 2013, the grants special revenue fund has a total fund balance of $1,581,960, all of which is restricted by
granting agencies. There was a decrease in intergovernmental revenues over last year of $49.1 million due primarily to a
decrease in grant monies for the Southern Nevada Public Land Management Act (SNPLMA), which is used for parks and
trails. Expenditures for General Government increased by $1.1 million due to expenditures related to a HUD Sustainable
Community Grant. Expenditures for Public Safety increased by $1.7 million due to expenditures related to police radio
equipment, training, and other safety equipment. Culture and Recreation expenditures decreased by $50.5 million due to
the SNPLMA grants described above. Community Support expenditures decreased by $1.2 million due to a decrease in
grant expenditures related to neighborhood stabilization funds; grant funding for this program was received in fiscal year
2012, with little remaining for expenditure in fiscal year 2013.

General Obligation Debt Service Fund

The general obligation debt service fund has a total fund balance of $2,215,640, all of which is restricted for payment of
debt service. The $556,951 net increase in fund balance during fiscal year 2013 is due to several factors. Although the debt
service fund reported a reduction in property tax revenue of approximately $11.5 million, this was due to a change in
reporting. In previous years, the $0.12 property tax override for Parks and Recreation was recorded in the debt service
fund and then transferred out to the general fund. Beginning in fiscal year 2013, this revenue is recorded directly into the
general fund. During fiscal year 2013, there was also a reduction in debt service payments of approximately $6.7 million
and an increase in net transfers of approximately $5.2 million. Other financing sources include proceeds from refunded
debt and the premium on refunded debt in the amount of $66.7 million and $5.1 million, respectively. Other financing uses
included payments on refunded bonds in the amount of $71.2 million.

Special Assessment Districts Capital Projects Fund

The special assessment districts capital projects fund has a total fund balance of $89,824,570, all of which is restricted for
capital projects funded by special assessments. In fiscal year 2013, the net decrease in fund balance of $16.7 million is
due to payment of special assessment infrastructure improvement projects.

Municipal Facilities Acquisition and Construction Capital Projects Fund

The municipal facilities acquisition and construction capital projects fund has a fund balance of $9,642,558, all of which is
assigned for capital projects within the City. During fiscal 2013, fund balance decreased by $9.9 million, primarily due to
transfers of resources to other funds.

Expenditures were approximately $0.9 million lower in fiscal year 2013, as compared to fiscal year 2012. This was due to
a decrease in expenditures for the detention facility in fiscal year 2013. The detention facility expansion was completed

this year.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial statements, but
in more detail.

(Continued)
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Unrestricted net position of the water fund at the end of fiscal year 2013 amounted to $92,751,440 and the total decline in
net position was $9,495,538. Unrestricted net position of the sewer fund at the end of the fiscal year 2013 was
$47,606,907 and the total decrease in net position was $4,533,116.  Other factors concerning the finances of these funds
have already been addressed in the discussion of the City’s business-type activities.

General Fund Budgetary Highlights

Functions represent the City’s legal level of budgetary control. The final budget expenditure appropriations decreased by
$2.1 million, or 0.94% under the original budget. This decrease was due to a reorganization of departments and budgetary
reductions approved by City Council during the current fiscal year.

Actual expenditures were 96.7% of appropriations, or $7.2 million lower than the final budget. All functions are well
within appropriation authority. The savings were mainly due to staffing vacancies during the fiscal year, reduced
operating expenditures, as well as projects that were not completed by the end of the fiscal year that will be re-
appropriated to the subsequent year. The main areas of savings are summarized below:

Actual General Government expenditures were $3.3 million below the final budget. The majority of the positive
variance from budget is due to reduced operating expenditures, while approximately $600,000 of which related to
ongoing projects that will be re-appropriated in fiscal year 2014.

Actual Public Safety expenditures were $1.7 million below the final budget due to vacancy savings and reductions to
operating expenditures.

Actual Culture and Recreation expenditures were $1.4 million below the final budget due to savings from vacancies
and operating expenditure reductions.

Capital Assets and Debt Administration

Capital Assets

As of June 30, 2013, the City’s investment in capital assets for its governmental and business-type activities is
$2,509,447,754 (net of accumulated depreciation). This investment in capital assets includes land, buildings,
improvements, machinery and equipment, park facilities, roads, highways, and a municipal golf course. During fiscal year
2013, the City’s investment in capital assets decreased by $43.1 million (approximately $16.8 million decrease for
governmental activities and approximately $26.3 million decrease for business-type activities). Major capital asset events
during the current fiscal year included the following:

Buildings increased by $27.1 million for governmental activities due in large part to the detention center expansion of
$34.5 million. This increase was partially offset by current year depreciation expense.

Improvements other than buildings increased by $65.9 million for governmental activities due in large part to $34.9
million for Heritage Park Phase II; $8 million for St. Rose Trail Phase II; $7 million for Hidden Falls Park; $7 million
for Reunion Trails Park; $5.5 million for Weston Hills Park, which was donated; and $2.1 million for Wells Park
Improvements.

Infrastructure for governmental activities decreased by $35 million, due mainly to depreciation of existing assets in the
amount of approximately $64 million. This decrease was offset by donated infrastructure assets of $15.3 million;
special assessment infrastructure additions of $7.8 million; and completed roadway improvements of $5 million.

(Continued)
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CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Construction in progress for governmental activities decreased by $74.3 million due in large part to the completion of
Heritage Park Phase II for $34.9 million; completion of the detention center expansion for $34.5 million; and St. Rose
Trail Phase II for $8 million.

Buildings for business-type activities increased by $88.5 million due in large part to $90 million for the Southwest
Reclamation Facility Phase I building portion.

Machinery and equipment for business-type activities increased by $18.4 million due in large part to Southwest
Reclamation Facility Phase I in the amount of $19 million.

Construction in progress for business-type activities decreased by $133.5 million mainly due to the completion of the
Southwest Reclamation Facility Phase I in the amount of $141.5 million.

Capital Assets, Net of Accumulated Depreciation and Amortization

Governmental Activities Business-type Activities Total Primary Government
2013 2012 2013 2012 2013 2012
(Restated) (Restated)
Construction in progress $ 91,343,140 $§ 165,652,225 $ 8,923,067 $§ 142,406,029 $ 100,266,207 $ 308,058,254
Land 209,061,075 210,500,525 28,208,674 27,477,823 237,269,749 237,978,348
Building and building improvements 258,336,955 231,273,671 120,286,376 31,758,503 378,623,331 263,032,174
Improvements other than buildings 207,314,890 141,388,326 816,233,560 816,742,581 1,023,548,450 958,130,907
Infrastructure 720,514,290 755,545,592 720,514,290 755,545,592
Machinery and equipment 21,260,601 20,229,605 27,965,126 9,549,848 49,225,727 29,779,453

$_1.507.830,951 §_1,524,589,944 §$ 1,001,616,803 $_1,027.934.784 $2.509.447.754 $2,552,524,728

Additional information on the City's capital assets can be found in note 5 to the financial statements.

Long-term Debt

At the end of the current fiscal year, the City had total bonded debt outstanding of $272,888,659. Of this amount,
$106,969,000 is considered general obligation debt and $12,360,000 is tax allocation debt. The remainder of the City’s
bonded debt represents bonds to be paid from the City’s Water and Sewer activities.

(Continued)

22



CITY OF HENDERSON, NEVADA
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2013

Summary of Bonds Outstanding

Governmental Activities Business-type Activities Total Primary Government

2013 2012 2013 2012 2013 2012
General obligation bonds $ 106,969,000 $ 112,364,000 $ $ $ 106,969,000 $ 112,364,000
Tax allocation bonds 12,360,000 13,010,000 12,360,000 13,010,000
Water and sewer bonds 153,559,659 165,218,258 153,559,659 165,218,258

$_ 119,329,000 $§ 125,374,000 $§ 153,559,659 §_ 165,218,258 § 272,888,659 § 290,592,258

Standard & Poor’s Ratings Service and Moody’s Investor’s Service general obligation bond ratings are AA and Aa2,
respectively.

As of June 30, 2013, the City’s net general obligation bonded debt subject to the legal debt margin of $260,528,659 was
below the legal limit of $1,231,060,451.

Additional information on the City’s long-term debt can be found in note 6 to the financial statements.
Other factors considered in preparing the City’s budget for the 2013/2014 fiscal year:

The City will maintain the property tax rate of $.7108 per $100 in assessed valuation, one of the lowest in the state of
Nevada.

Provide efficient public services while maintaining one of the lowest employee-to-citizen ratios in the Las Vegas
Valley.

A modest recovery in the Southern Nevada economy

Improving conditions in construction and development

Assessed values beginning to show slight increases

Changes to the Consolidated Tax distribution formula that was approved at the 2013 Legislative Session

Concessions for all employee groups equivalent to 2% of compensation for FY 2014.
During the current fiscal year fund balance in the general fund increased to $17,328,221. The City has appropriated
approximately $0.9 million of this amount for spending in the 2013/2014 fiscal year budget. It is intended that this use of

available fund balance will pay for one time capital purchases.

Requests for Information

This financial report is designed to provide a general overview of the City’s finances for all those with an interest.
Questions concerning any of the information provided in this report or requests for additional financial information should
be addressed to the Finance Department, 240 Water Street, Henderson, Nevada §9015.
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CITY OF HENDERSON, NEVADA

STATEMENT OF NET POSITION

JUNE 30, 2013

ASSETS

Cash and cash equivalents, unrestricted

Governmental
Activities

Business-type
Activities

Total

§ 176,548,235

65,477,890 $§ 242,026,125

Investments, unrestricted 101,958,529 91,909,318 193,867,847
Cash and cash equivalents, restricted 2,334,899 11,838,376 14,173,275
Accounts receivable, net 10,986,669 13,796,396 24,783,065
Taxes receivable 1,526,682 1,526,682
Special assessments receivable 1,871,220 1,871,220
Notes receivable, net 4,619,695 294,018 4,913,713
Interest receivable 375,832 319,054 694,886
Due from other governments 27,343,048 1,145,540 28,488,588
Land held for resale 13,287,487 13,287,487
Other assets 105,125 1,336,337 1,441,462
Internal balances 32,048,320 (32,048,320)
Capital assets, net of accumulated depreciation and amortization
Construction in progress 91,343,140 8,923,067 100,266,207
Land 209,061,075 28,208,674 237,269,749
Building and building improvements 258,336,955 120,286,376 378,623,331
Improvements other than buildings 207,314,890 816,233,560  1,023,548,450
Infrastructure 720,514,290 720,514,290
Machinery and equipment 21,260,601 27,965,126 49,225,727

Total assets

DEFERRED OUTFLOWS OF RESOURCES

1,880,836,692

1,155,685,412

3,036,522,104

Deferred charge on refunding 10,112,557 7,203,429 17,315,986
LIABILITIES
Accounts payable and other accrued liabilities 13,577,849 5,921,611 19,499,460
Accrued wages 2,673,841 474,165 3,148,006
Contracts and retentions payable 755,344 400,208 1,155,552
Due to other governments 4,604,128 1,569,857 6,173,985
Tax increment payable to developers 473,858 473,858
Unearned revenue 142,804 3,771,942 3,914,746
Interest payable 1,074,155 1,074,155
Deposits 7,112,287 154,512 7,266,799
Other current liabilities, payable from restricted assets 2,692,213 2,692,213
Noncurrent liabilities, due within one year 22,628,805 1,019,305 23,648,110
Noncurrent liabilities, partially payable from restricted assets, due within one year 14,458,126 14,458,126
Noncurrent liabilities, net of unamortized premiums and discounts, due in more than one year 187,616,772 160,441,969 348,058,741
Total liabilities 240,659,843 190,903,908 431,563,751
NET POSITION
Net investment in capital assets 1,377,259,345 846,172,666  2,223,432,011
Restricted for
Stabilization and other general programs 17,039,059 17,039,059
Courts and other judicial programs 1,096,331 1,096,331
Fire, police and other public safety programs 2,805,565 2,805,565
Streets and other public works projects 125,090,674 125,090,674
Parks, cultural and recreational programs 12,294,971 12,294,971
Community assistance and support programs 138,525 138,525
Debt service 2,008,452 9,099,208 11,107,660
Redevelopment programs 29,418,639 29,418,639
Claims 20,637,761 20,637,761
System development 4,888,561 4,888,561
Unrestricted 62,500,084 111,824,498 174,324,582

Total net position $_1,650,289.406 $_ 971,984,933 $2.622,274,339

The accompanying notes are an intergal part of these financial statements.
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CITY OF HENDERSON, NEVADA

RECONCILATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION - GOVERNMENTAL ACTIVITIES
JUNE 30, 2013

FUND BALANCES, GOVERNMENTAL FUNDS $ 235,488,690
Amounts reported in the statement of net position are different because:

Capital assets used in governmental activities are not current financial resources; and therefore, are not
reported in governmental funds:

Capital assets $ 2,342,219,304
Less accumulated depreciation (847.889,576)

1,494,329,728

Other assets used in governmental activities are not current financial resources; and therefore, are not
reported in governmental funds:

Due from other governments 276,684
276,684
Deferred outflows of resources benefit future periods; and therefore, are not reported in governmental funds:
Deferred charges on refunding 10,112,557
10,112,557

Long-term liabilities, including bonds payable are not due and payable in the current period; and therefore,
are not reported in governmental funds:

Debt obligations payable, net of unamortized premiums and discounts (140,684,163)
Construction contracts payable (755,344)
Other postemployment benefits (15,473,637)
Compensated absences payable (35,559,096)
Termination benefits payable (604.888)

(193,077,128)

Other liabilities are not due and payable in the current period; and therefore, are not reported in governmental
funds:
Interest payable (1,074.155)

(1,074,155)
Deferred inflows of resources represents amounts that were not available to fund current expenditures; and
therefore, are not reported in governmental funds:
Unavailable revenue 8,017,597
8,017,597
Internal service funds are used by managment to charge the costs of certain activities to individual funds:
Internal service fund assets and liabilities included in governmental activities in the statement of net
position 64,167,113
Internal service fund balance receivable from business-type activties from cummulative prior years'
activity 26,663,359
Internal service fund balance receivable from business-type activties from current year activity 5,384,961
96,215,433
NET POSITION, GOVERNMENTAL ACTIVITIES $.1,650,289.406

The accompanying notes are an intergal part of these financial statements.
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