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Independent Auditor’s Report

Board of Trustees
City of Miramar Management Retirement Plan
Miramar, Florida
Report of the Financial Statements
We have audited the accompanying financial statements of the City of Miramar Management
Retirement Plan, which comprise of the statement of fiduciary net position as of September 30,
2017 and 2016, and the related statement of changes in fiduciary net position for the years then
ended, and the related notes to the 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.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of 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 opinion.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the fiduciary net position of the City of Miramar Management Retirement Plan as of September
30, 2017 and 2016 and the related changes in its fiduciary net position for the years then ended
in accordance with accounting principles generally accepted in the United States of America.
Emphasis Matter
Adoption of New Accounting Pronouncements
The Plan has adopted the disclosure requirements of Governmental Accounting Standards Board
Statement No. 72, Fair Value Measurement and Application in 2016. The provisions of the
additional disclosure requirements are discussed in Note 4 to the financial statements. Our
opinion is not modified with respect to this matter.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that
“Management's Discussion and Analysis” and the “Required Supplementary Information” listed on
the Table of Contents 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.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Supplementary Schedules
Our audits were conducted for the purpose of forming an opinion on the basic financial statements
of the Plan. The accompanying supplementary schedules of investment expenses and
administrative expenses as listed in the accompanying table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
information 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. The
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 information is fairly stated in all material respects in relation to the
basic financial statements as a whole.

Miami, Florida
March 7, 2018

Certified Public Accountants

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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City of Miramar Management Retirement Plan
Management’s Discussion and Analysis
(Required Supplementary Information – Unaudited)
Our discussion and analysis of the City of Miramar Management Retirement Plan (the “Plan”)
financial performance provides an overview of the Plan’s financial activities for the fiscal year ended
September 30, 2017. Its purpose is to provide explanations and insights into the information
presented in the financial statements, notes to the financial statements and required supplementary
information. Please read it in conjunction with the Plan’s financial statements, which follow this
discussion.
Financial Highlights


Plan assets exceeded its liabilities at the close of fiscal years ended September 30, 2017 and
2016 by $37,296,999 and $31,283,086, respectively, (reported as net position restricted for
pensions). The Plan’s net position is held in trust to meet future benefit payments. The
increase of 6,013,913 and $4,917,093 in fiduciary net position of the respective years have
resulted primarily from the change in the fair value of the Plan’s investments due to volatile
financial markets.



Receivables at September 30, 2017 decreased by $183,962 (or -80.7%) due primarily to the
decrease in receivables for employer contribution.
Receivables at September 30, 201 increased by $197,321 (or 646.2%) due primarily to the
increase in receivables for employer contribution.



Prepaid benefit payment at September 30, 2017 increased by $7,160 (or 3.9%) from 2016.
Prepaid benefit payment at September 30, 2016 increased by $184,147 (or 100%) from 2015.



For the fiscal year ended September 30, 2017, employer (City) contributions to the Plan
increased $396,686 (or 18.9%) based on the actuarial valuation. Actual employer
contributions were $2,496,156 and $2,099,470 for 2017 and 2016, respectively.
For the fiscal year ended September 30, 2016, employer (City) contributions to the Plan
increased $459,132 (or 28.0%) based on the actuarial valuation. Actual employer
contributions were $2,099,470 and $1,640,388 for 2016 and 2015, respectively. The increase
of employer contribution is due to the adoption of Ordinance NO. 15-11, which created the
new benefit structure for dual service employees and allowed 401(a) members to participate
in the pension plans.



For the fiscal year ended September 30, 2017, member contributions including buybacks
increased by $122,632 (or 5.2%). Actual member contributions were $1,474,677 and
$1,371,767 for 2017 and 2016, respectively, and buybacks were $1,024,243 and $1,004,522
for 2017 and 2016, respectively. Member contributions have fluctuated from year to year,
based on the number of active members, increases in the contribution percentage and salary
increases.
For the fiscal year ended September 30, 2016, member contributions including buybacks
increased by $524,684 (or 28.3%). Actual member contributions were $1,371,766 and
$1,131,094 for 2016 and 2015, respectively, and buybacks were $1,004,522 and $720,510 for
2016 and 2015, respectively. Member contributions have fluctuated from year to year, based
on the number of active members, increases in the contribution percentage and salary
increases.
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Management’s Discussion and Analysis
(Required Supplementary Information – Unaudited)


For the fiscal year ended September 30, 2017, the Plan had net investment income of
$3,767,761 compared to a net investment income of $2,706,815 in the fiscal year ended
September 30, 2016. Actual results were $3,142,906 in net appreciation in fair value of
investment for 2017 and $2,295,334 in net appreciation in fair value of investment for 2016
and $779,847 and $518,317 of income from interest and dividends for 2017 and 2016,
respectively. Investment expenses increased by $48,156 (or 45.08%) from 2016.
For the fiscal year ended September 30, 2017, the Plan had net investment income of
$2,706,815 compared to a net investment income of $422,133 in the fiscal year ended
September 30, 2015. Actual results were $2,295,334 in net appreciation in fair value of
investment for 2016 and $57,040 in net appreciation in fair value of investment for 2015 and
$518,317 and $473,698 of income from interest and dividends for 2016 and 2015,
respectively. Investment expenses decreased by $1,769 (or -1.63%) from 2016.



For the fiscal year ended September 30, 2017, benefit payments and refunds of contributions
increased by $521,815 (or 24.7%).
For the fiscal year ended September 30, 2016, benefit payments and refunds of contributions
decreased by $472,616 (or -18.3%).



For the fiscal year ended September 30, 2017, administrative expenses decreased by $38,371
(or -25.14%) from 2016 due primarily to an increase in administrative fees.
For the fiscal year ended September 30, 2017, administrative expenses increased $11,972
(or 8.5%) from 2016 due primarily to an increase in administrative fees.

Plan Highlights
For the fiscal year ended September 30, 2017, the total return of the portfolio was 11.88% for the
year. Actual net returns from investments were net investment income of $3,767,761 in 2017
compared with net income from investments of $2,706,815 in 2016.
For the fiscal year ended September 30, 2016, the total return of the portfolio was 10.67% for the
year. Actual net returns from investments were net investment income of $2,706,815 in 2016
compared with net income from investments of $422,133 in 2015.
Overview of the Financial Statements
The basic financial statements include the statements of fiduciary net position and statements of
changes in fiduciary net position and notes to the financial statements. The Plan also includes in
this report additional information to supplement the financial statements.
The Plan presents required supplementary schedules, which provide historical trend information
about the Plan.
The Plan prepares its financial statements on the accrual basis of accounting and in accordance with
generally accepted accounting principles in the United States of America. These statements provide
information about the Plan’s overall financial status.
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City of Miramar Management Retirement Plan
Management’s Discussion and Analysis
(Required Supplementary Information – Unaudited)
Description of the Financial Statements
The Statement of Fiduciary Net Position presents information that includes all of the Plan’s assets
and liabilities, with the balance representing the net position restricted for pensions. It is a snapshot
of the financial position of the Plan at that specific point in time and reflects the resources available
to pay members, retirees and beneficiaries at that point in time.
The Statement of Changes in Fiduciary Net Position reports how the Plan’s net position changed
during the fiscal year. The additions and deductions to net position are summarized in this
statement. The additions include contributions to the retirement plan from employers (City) and
members and net investment income (loss), which includes interest, dividends, investment
expenses, and the net appreciation or depreciation in the fair value of investments. The deductions
include benefit payments, refunds of member contributions, and administrative expenses.
The Notes to the Financial Statements are presented to provide the information necessary for a full
understanding of the financial statements. They include additional information not readily evident
in the statements themselves such as a description of the Plan, contributions, significant accounting
policies, funding policy, and investment risk disclosure.
There is also Required Supplementary Information included in this report as required by the
Governmental Accounting Standards Board. The Schedules consists of plan’s actuarial methods and
assumptions and provide data of changes in the city’s net pension liability, the city’s contributions,
and the Plan’s investment returns.
Additional information is presented as part of Supplementary Schedules. This section is not required
but management has chosen to include it. It includes Schedules of Investment Expenses and
Administrative Expenses. The Schedule of Investment Expenses presents the expenses incurred in
managing and monitoring the investments of the Plan and includes financial management,
consultant, and custodial fees. The Schedule of Administrative Expenses presents the expenses
incurred in the administration of the Plan.

The remainder of this page intentionally left blank.
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City of Miramar Management Retirement Plan
Management’s Discussion and Analysis
(Required Supplementary Information – Unaudited)
Condensed Statements of Fiduciary Net Position
The table below reflects condensed comparative statements of fiduciary net position as of:
September 30,

2017

Cash and cash equivalents
Receivables
Prepaid benefit payment
Investments

$

Total assets
Net position restrictions for pensions

$

283,331
43,895
191,307
36,778,467

2016
$

639,333
227,857
184,147
30,231,749

37,296,999

31,283,086

37,296,999

$ 31,283,086

Condensed Statements of Changes in Fiduciary Net Position
The table below reflects condensed comparative statements of changes in fiduciary net position
which reflect the activities of the Plan for the fiscal years ended:
September 30,

2017

Additions:
Contributions
City
Member

$

2,496,156
2,498,920

2016

$

2,099,470
2,376,288

Total

4,995,076

4,475,758

Net investment income

3,767,761

2,706,815

Total additions

8,762,837

7,182,573

Deductions:
Benefits paid
Refunds of contributions
Administrative expenses

2,417,125
217,512
114,287

2,034,433
78,389
152,658

Total deductions

2,748,925

2,265,480

6,013,913
31,283,086

4,917,093
26,365,993

$ 37,296,999

$ 31,283,086

Net increase
Net position restricted for pensions at beginning of year
Net position restricted for pensions at end of year
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The Plan’s investment activity, measured as of the end of any month, quarter or year, is a function
of the underlying marketplace for the period measured and the investment policy’s asset allocation.
The benefit payments are a function of changing payments to retirees, their beneficiary (if the
retiree is deceased) and new retirements during the period.
Asset Allocation
At September 30, 2017, the domestic equity portion comprised 64.48% ($22,920,505) of the total
portfolio. The allocation to fixed income securities was 22.50% ($7,998,278), while cash and shortterm investments comprised 0.88% ($283,331). The real estate portion of the portfolio comprised
12.22% ($4,343,453). The DROP mutual fund of $1,516,231 which is managed outside the Plan is not
included in the allocation.
At September 30, 2016, the domestic equity portion comprised 65.84% ($19,563,481) of the total
portfolio. The allocation to fixed income securities was 18.24% ($5,420,569), while cash and shortterm investments comprised 2.15% ($639,333). The real estate portion of the portfolio comprised
13.77% ($4,088,565). The DROP mutual fund of $1,159,135 which is managed outside the Plan is not
included in the allocation.
The target asset allocation was as follows:
September 30,
Domestic equities
Fixed income
Real estate
Cash and cash equivalents

2017
60%
27%
13%
0%

2016
60%
30%
10%
0%

Contacting the Plan’s Financial Management
This financial analysis is designed to provide the Board of Trustees, plan participants and the
marketplace credit analysts with an overview of the Plan's finances and the prudent exercise of the
Board's oversight. If you have any questions regarding this report or you need additional financial
information, please contact the administrator of the City of Miramar Management Retirement Plan,
FHA-TPA Benefit Administrators, P.O. Box 327810, Ft. Lauderdale, Florida 33332.

8

Financial Statements

City of Miramar Management Retirement Plan
Statements of Fiduciary Net Position

September 30,

2017

Assets
Cash and cash equivalents

$

283,331

2016

$

639,333

Receivables:
Accrued investment income
Employer contribution

43,895
-

31,593
196,264

Total receivables

43,895

227,857

191,307

184,147

Investments:
Government securities
Corporate bonds
Domestic equity
Mutual funds - DROP
Real estate funds

3,766,835
4,231,443
22,920,505
1,516,231
4,343,453

2,344,390
3,076,179
19,563,481
1,159,134
4,088,565

Total investments

36,778,467

30,231,749

Total assets

37,296,999

31,283,086

Prepaid benefit payment

Total net position restricted for pensions

$

37,296,999

$

31,283,086

The accompanying notes are an integral part of these financial statements.
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City of Miramar Management Retirement Plan
Statements of Changes in Fiduciary Net Position

Years ended September 30,

2017

2016

Additions
Contributions:
Employer
Employee

$

2,496,156
2,498,920

$

2,099,470
2,376,288

Total contributions

4,995,076

4,475,758

Investment income:
Net appreciation in fair value of investments
Interest and dividend income

3,142,906
779,847

2,295,334
518,317

Total investment income

3,922,753

2,813,651

154,992

106,836

Net investment income

3,767,761

2,706,815

Total additions

8,762,837

7,182,573

2,417,125
217,512
114,287

2,034,433
78,389
152,658

Total deductions

2,748,925

2,265,480

Net increase

6,013,913

4,917,093

31,283,086

26,365,993

Less: investment expenses

Deductions
Benefits paid directly to retirees
Refund of contributions
Administrative expenses

Net position restricted for pensions
Beginning of year
$

End of year

37,296,999

$

31,283,086

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

10

City of Miramar Management Retirement Plan
Notes to Financial Statements

1. Description of the Plan
Organization
The City of Miramar Management Retirement Plan (the “Plan”) is a single employer defined benefit
plan established under the Code of Ordinances for the City, Chapter 15, Article V, and was most
recently amended under Ordinance No. 15-11 passed and adopted on March 4, 2015. The Plan is also
governed by certain provisions of Chapter 112, Florida Statutes. Since the Plan is sponsored by the
City of Miramar (the “City”), the Plan is included as a pension trust fund in the City's comprehensive
annual financial report as part of the City's financial reporting entity.
The following brief description of the Plan is provided for general information purposes only.
Participants should refer to the Plan agreement for more detailed and comprehensive information.
Participant
Participants are all senior management and management employees of the City of Miramar, Florida.
Plan Membership
As of October 1, membership in the Plan consisted of:
October 1,
Retirees and beneficiaries currently receiving benefits and
terminated employees entitled to benefits, but not yet receiving
them
Current employees:
Vested
Nonvested
Total participants

2016

2015

59

51

48
70

46
60

177

157

Eligibility
Each full-time management employee, as designated by the City Manager, are eligible for
membership. Ordinance 12-09, passed and effective February 15, 2012, allows managerial employees
to join the Plan at any time after they have been appointed to a position covered by the Plan. The
ordinance also allows for the purchase of prior covered service at any time after employees become
members of the Plan.
Ordinance 15-11, passed and effective March 4, 2015, stipulates that all full-time City management
employees participating in the City's 40 l(a) plan shall be placed into this Plan consistent with the
definition of "management" and "employee" in Section 15-351 of the City Code. Management
employees who participate in the City of Miramar Pension Trust for General Employees and previously
declined dual membership shall be transferred to this Plan. All of these management employees shall
be allowed to purchase service credit into this Plan by contributing the actuarially determined cost.
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Pension Benefits
All Members
A member may retire on the first day of the month coincident with, or the next month following the
earlier of: the date upon which a member completes twenty (20) years of credited service, regardless
of age; or the date upon which the member attains age fifty-five (55) with ten (10) years of credited
service or the date upon which the member attains age sixty-two (62) with five (5) years of credited
service.
Normal Retirement Benefit
Normal retirement benefits are 3.0% of member’s average monthly salary (AMS) for each year of
credited service plus an increase of .2% for every year of additional service above 5 years to a
maximum of 4.0% of final compensation times credited service. AMS is the average of your covered
salary during the 36 consecutive months that is greater than any other 36 consecutive months.
Additional service beyond ten years shall be based on 2.75% of final monthly compensation multiplied
by those years and completed months of credited service in excess of ten years. There shall be no
mandatory retirement age.
In the event of the death of a vested member prior to retirement, the member's designated
beneficiary would receive the benefits which the member would have received had the member
retired on the day prior to death and elected the normal form of retirement. In the event of the
death of a non-vested member prior to retirement, the member's designated beneficiary shall receive
the member's accumulated contributions, with interest at the rate of six (6) percent.
Early Retirement Benefit
Early retirement benefits are available upon reaching 50 years of age with 10 years of credited
service. The early retirement benefit is computed in the same manner as the normal retirement
benefit reduced by 5% for each year by which the early retirement date precedes age 55.
Buybacks
Members who have full time city service prior to active membership in this plan may purchase some
or all of that covered service. For the time being purchased, the full actuarial cost of this buyback
must be paid by the member. The cost of the service buyback may be made in one lump sum payment
or may be made by payroll deductions over a time period which shall not exceed the time period for
five years, with interest.
Enhanced Service Credit
Members of the Plan may purchase up to 5 years of enhanced service credit, based on the calculations
performed by the Plan's actuary. Members purchasing enhanced service credit shall be required to
pay the full actuarial cost. The contribution by the member of the actuarially determined cost of the
buyback may be made in one lump sum payment, or may be made by payroll deductions in
installments for a period of time which shall not exceed five years, with interest. Enhanced service
credit may not be used for vesting purposes, but will otherwise constitute service credit for purposes
of normal retirement eligibility.
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Members who were promoted into the Management Plan from the General Employees Plan after the
adoption of Ordinance 07-09, prior to the adoption of Ordinance 15-11 and are still actively employed
shall be permitted to purchase three years of enhanced service credit based on the actuarially
determined cost in the year that they were prompted to the Management Plan. In order to purchase
service under this provision, the member must make an irrevocable election within 60 days of the
effective date.
Rehiring
Members who are rehired within 6 months of termination shall be permitted to restore service credit
by repaying withdrawn member contributions, plus interests at the plan’s assumed rate of return. In
such case the rehired member shall have a maximum of one year to repay the withdrawn employee
contributions, but additional interest charges will accrue during the one year repayment period.
Deferred Retirement Option Plan
Effective May 5, 2010, the ordinance was amended creating a Deferred Retirement Option Plan
("DROP"). Members are eligible to enter the DROP at the earliest date of eligibility for normal
retirement. Participation in the DROP is limited to 5 years and an irrevocable resignation is required.
The irrevocable resignation takes effect not more than sixty months after commencement of DROP
participation. A member may participate in the DROP only once, and after commencement, the
member does not have the right to be a contributing member of the Plan.
Upon the effective date of participation in the DROP, member contributions cease and members no
longer accrue credited service, final average compensation is determined, and any survivorship
options are selected. Moreover, upon the date of participation in the DROP, the monthly retirement
benefits that would have been payable had the member elected to cease employment and receive a
service retirement allowance are paid into a DROP account.
DROP account balances are self-directed by members participating in the DROP, using the selfdirected mutual fund options available under the DROP program. At the end of a specific period of
DROP participation, or other termination of the DROP, the member receives a sum equal to the
accumulated DROP balance, adjusted for any applicable investment earnings or losses, and any
applicable fees.
Deferred Retirement Option Plan
A summary of the changes in the DROP balance is as follows:
September 30,

2017

2016

Beginning balance
Additions
Interest earned
Distribution

$

1,159,134
341,653
86,155
(70,714)

$

1,039,380
312,308
44,845
(237,399)

Ending balance

$

1,516,229

$

1,159,134
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Funding
Beginning with the date of covered employment, all participants contribute 13.515% of their
compensation. The City pays this on their behalf: rather than deduct it from each member's pay. For
members also contributing to the City of Miramar Pension Trust for General Employees ("General
Plan''), the contribution to the Plan shall be reduced by the amount contributed to the General Plan.
Pursuant to Florida law, the City of Miramar is ultimately responsible for the actuarial soundness of
the Plan. Therefore, each year, the City of Miramar must contribute an amount determined by the
Trustees in conjunction with the Plan's actuary to be sufficient, along with the employee's
contribution, to fund the defined benefits under the Plan.

2. Summary of Significant Accounting Policies
Basis of Accounting
The Plan's financial statements are prepared using the accrual basis of accounting. Employee
(Member) contributions are recognized as revenues in the period in which the contributions are due.
Employer (City) contributions are recognized as revenues when due pursuant to actuarial valuations.
State contributions are recognized as revenue in the period in which they are approved by the State.
Interest and other income are recorded as earned and dividend income is recorded as of the exdividend date.
Cash and Cash Equivalents
The Plan considers all highly liquid investments with an original maturity of three months or less
when purchased, to be cash equivalents.
Investments
Investments are recorded at fair value in the statements of fiduciary net position. Fair value is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The diversity of the investment types in
which the Plan has entered into requires a range of techniques to determine fair value. Refer to Note
4 to the financial statements for more detail regarding the methods used to measure the fair value
of investments.
Unrealized gains and losses are presented as net appreciation (depreciation) in fair value of
investments on the statements of changes in fiduciary net position along with gains (losses) realized
on sales of investments. Purchases and sales of investments are recorded on a trade-date basis.
Interest income is recognized as earned and dividend income is recorded as of the ex-dividend date.
Realized gain and losses on the sale of investments are based on average cost and identification
method.
Given the inherent nature of investments, it is reasonably possible that changes in the value of those
investments will occur in the near term and that such changes could materially affect the amounts
reported in the statements of fiduciary net position.

14

City of Miramar Management Retirement Plan
Notes to Financial Statements

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.
Risk and Uncertainties
Contributions to the Plan and the actuarial information included in the required supplementary
information (RSI) are reported based on certain assumptions pertaining to the interest rates, inflation
rates and member compensation and demographics. Due to the changing nature of these
assumptions, it is at least reasonably possible that changes in these assumptions may occur in the
near term and, due to the uncertainties inherent in setting assumptions, that the effect of such
changes could be material to the financial statements.
Adoption of Accounting Pronouncements
In 2016, the Plan adopted Governmental Accounting Standards Board (“GASB”) Statement No. 72,
Fair Value Measurement and Application (“GASB 72”). GASB 72 addresses accounting and financial
reporting issues related to fair value measurement of assets and liabilities. The statement also
provides guidance for applying fair value to certain investments and disclosures related to all fair
value measurements. The adoption of GASB 72 resulted in increased disclosures related to the fair
value measurements of investments.
Subsequent Events
Management has evaluated subsequent events through March 7, 2018, the date which the
financial statements were available for issue.

3. Contributions
Actual Contributions
The actual City contribution for active members for the years ended September 30, 2017 and 2016
amounted to $2,496,156 and $2,099,470, respectively, and the actual amount of covered payroll was
approximately $11,068,343 and $10,334,908, respectively. Employee contributions were $2,498,920
and $2,376,288, including buybacks $1,024,243 and $1,004,522 for the years ended September 30,
2017 and 2016, respectively.
Actuarially Determined Contributions
The contributions required from the City for the fiscal years ended September 30, 2017 and 2016,
were actuarially determined using valuation dates of October 1, 2015 and 2014. The actuarially
determined contributions were $2,496,156 and $2,099,470 for the fiscal year ended September 30,
2017 and 2016, respectively. The actuarially computed annual covered payroll used in the October
1, 2015 and 2014 valuations were $9,585,631 and $8,636,240, respectively.
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4. Deposit and Investment Risk Disclosures
Deposits are carried at cost and are included in cash and cash equivalents in the statement of
Fiduciary Net Position. Cash and cash equivalents include money market accounts at September 30,
2017 and 2016.
Investment Authorization
The Plan’s investment policy is determined by the Board of Trustees. The policy has been identified
by the Board as preserving the purchasing power of the Plan’s assets and earns an above average real
rate of return (after inflation) over the long-term while minimizing, to a reasonable extent, the
short-term volatility of results. The Trustees are authorized to acquire and retain every kind of
property, real, personal or mixed, and every kind of investment specifically included, but not by way
of limitation, bonds, debentures, and other corporate obligations, and stocks, preferred or common,
which persons of prudence, discretion and intelligence acquire or retain for their own account.
Investment in all equity securities shall be limited to those listed on a major U.S. stock exchange
and limited to no more than 65% (at market) of the Plan’s total asset value with no more than 5% at
cost of an investment manager’s equity portfolio invested in the shares of a single corporate issuer.
Investments in stocks of foreign companies shall be limited to 25% of the value of the portfolio at
the time of purchase.
Master limited partnerships, traded on a recognized exchange not to exceed 5% of the portfolio.
Types of Investments
The following was the Board’s adopted asset allocation policy as of:
September 30,
Domestic equities
Fixed income
Real estate
Cash and cash equivalents

2017
60%
27%
13%
0%

The remainder of this page intentionally left blank.
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Rate of Return
For the year ended September 30, 2017, the annual money-weighted rate of return on pension plan
investments, net of pension plan investment expense, was 11.10 percent. The money-weighted rate
of return expresses investment performance, net of investment expense, adjusted for the changing
amounts actually invested.
Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment the greater the sensitivity of
its fair value to changes in market interest rates. As a means of limiting its exposure to interest rate
risk, the Plan diversifies its investments by security type and institution, and limits holdings in any
one type of investment with any one issuer with various durations of maturities.
Information about the sensitivity of the fair values of the Plan’s investments to market interest rate
fluctuations is provided by the following tables that show the distribution of the Plan’s investments
by maturity at September 30:
2017
Investment Maturities (in years)
Investment Type
Fair Value
Less than 1
1 to 5
U.S. treasuries
$
986,678 $
$
Mortgage backed securities 2,780,157
Corporate bonds
3,963,276
82,457
926,165
Assets backed securities
268,167
268,167

$

Total

$ 3,654,173 $ 3,067,316

$

7,998,278 $ 82,457 $ 1,194,332

2016
Investment Maturities (in years)
Investment Type
Fair Value
Less than 1
1 to 5
U.S. treasuries
$
831,846 $
- $
77,197
U.S. agencies
121,787
121,787
Mortgage backed securities
1,390,758
6,892
Corporate bonds
2,965,960
844,672
Assets backed securities
110,218
70,028
40,190
Total

$

5,420,569 $ 70,028 $ 1,090,738

$

$

6 to 10
More than 10
902,019 $
84,659
406,937
2,373,220
2,345,217
609,437
-

6 to 10
More than 10
754,649 $
307,381
1,076,485
1,762,507
358,781
2,824,537 $

1,435,266

Credit Risk
Credit risk is the risk that a security or a portfolio will lose some or all of its value due to a real or
perceived change in the ability of the issuer to repay its debt. This risk is generally measured by the
assignment of a rating by a nationally recognized statistical rating organization. The Plan’s
investment policy utilizes portfolio diversification in order to control this risk.
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The following table discloses credit ratings by investment type, at September 30, as applicable

U.S. government guaranteed*

Fair Value
$ 3,766,835

2017
Percentage
of Portfolio
47.10%

Fair Value
$ 2,344,391

2016
Percentage
of Portfolio
43.25%

AAA
AA+
AA
AAA+
A
ABBB+
BBB
BBBUnrated

296,751
163,251
80,925
207,430
367,102
693,961
1,063,739
955,961
199,414
108,532
94,378

3.71
2.04
1.01
2.59
4.59
8.68
13.30
11.95
2.49
1.36
1.18

173,826
168,748
65,563
184,571
137,342
481,000
560,411
660,829
446,409
197,479
-

3.21
3.11
1.21
3.41
2.53
8.87
10.34
12.19
8.24
3.64
-

Total credit risk debt security

4,231,443

52.90

3,076,178

56.75

5,420,569

100.00%

Total

$ 7,998,278

100.00% $

*Obligations of the U.S. government or obligations explicitly guaranteed by the U.S. government are not considered
to have credit risk and do not have purchase limitations.

Custodial Credit Risk
Deposits are exposed to custodial risk if they are uninsured and uncollateralized. Custodial risk for
investments is the risk that, in the event of the failure of the counterparty, the Plan will not be
able to recover the value of its investments or collateral securities that are in the possession of an
outside party. Investment securities are exposed to custodial risk if the securities are uninsured,
are not registered in the name of the Plan and are held either by the counterparty or the
counterparty’s trust department or agent but not in the Plan’s name.
Consistent with the Plan’s investment policy, substantially all the investments are held by the Plan’s
custodial bank and registered in the Plan’s name. All of the Plan’s deposits are insured and or
collateralized by a financial institution separate from the Plan’s depositary financial institution.
The Plan considers only demand deposits as cash. Cash balance at a financial institutions as of
September 30, 2017 and 2016 was $19,552 and $20,000, respectively. The Federal Depository
Insurance Corporation (FDIC) cover cash on deposit up to $250,000. As of September 30, 2017 and
2016, the Plan had no cash on demand balances expose to custodial risk.
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Investment Valuation
GASB 72 establishes a hierarchal disclosure framework which prioritizes and ranks the level of
market price observability used in measuring investments at fair value. Market price observability
is impacted by a number of factors, including the type of investment and the specific characteristics
of the investment. Fair value represents the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.
Investments with readily available actively quoted prices or for which fair value can be measured
from actively quoted prices generally will have a higher degree of market price observability and
lesser degree of judgment used in measuring fair value. Investments measured and reported at fair
value are classified and disclosed in one of the following categories:
Level 1 – Investments traded in an active market with available quoted prices for identical assets
as of the reporting date.
Level 2 – Investments not traded on an active market but for which observable market inputs are
available for an asset, either directly or indirectly, as of the reporting date.
Level 3 – Investments not traded in an active market and for which no significant observable
market inputs are available as of the reporting date.
The Plan has established a framework to consistently measure the fair value of the Plan’s assets and
liabilities in accordance with applicable accounting, legal, and regulatory guidance. This framework
has been provided by establishing valuation policy and procedures that will provide reasonable
assurance that assets and liabilities are carried at fair value. In certain cases, the inputs used to
measure fair value may fall into different levels of the fair value hierarchy. In such cases, an
investment’s level within the fair value hierarchy is based on the lowest level of input that is
significant to the fair value measurement. The Plan’s assessment of the significance of a particular
input to the fair value measurement requires judgment and considers factors specific to the
investment.
The remainder of this page intentionally left blank.
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The following table summarizes the valuation of the Plan’s investments in accordance with the
above mentioned fair value hierarchy levels as of September 30, 2017.

Investments by fair value level
Debt securities:
U.S. treasuries
Mortgage backed securities
Corporate bonds
Asset backed securities
Total debt securities

Fair Value
$

Fair Value Measurements Using
Quoted
Prices in
Significant
Active Markets
Other
Significant
for Identical Observable Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

986,678
2,780,157
3,963,276
268,167
7,998,278

$

-

$

986,678
2,780,157
3,963,276
268,167
7,998,278

Domestic equity
Total domestic equity

17,803,392
17,803,392

17,803,392
17,803,392

-

Total investments by fair value level

25,801,670

$ 17,803,392

$ 7,998,278

Investments measured at the net asset value (NAV)
Real estate fund
4,343,453
Commingled SMidCap equity
investment trust
5,117,114
DROP Mutual Funds – vantage
mutual funds
1,516,231
Total investments measured
at the NAV
10,976,798
Total investments measured at
fair value

$ 36,778,468

The remainder of this page intentionally left blank.
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Investments by fair value level
Debt securities:
U.S. treasuries
U.S agencies
Mortgage backed securities
Corporate bonds
Asset backed securities
Total debt securities

Fair Value Measurements Using
Quoted
Prices in
Significant
Active Markets
Other
for Identical
Observable
Assets
Inputs
09/30/16
(Level 1)
(Level 2)
$

831,846
121,787
1,390,758
2,965,960
110,218
5,420,569

$

-

$

Significant
Unobservable
Inputs
(Level 3)

831,846
121,787
1,390,758
2,965,960
110,218
5,420,569

Domestic equity
Total domestic equity

15,112,263
15,112,263

15,112,263
15,112,263

-

Total Investments by fair value level

20,532,832

$ 15,112,263

$ 5,420,569

$

-

$

-

Investments measured at the net asset value (NAV)
Real estate fund
4,088,565
Commingled SMidCap equity
investment trust
4,451,218
DROP Mutual Funds – vantage
mutual funds
1,159,134
Total investments measured
at the NAV
9,698,917
Total investments

$ 30,231,749



Debt securities: Debt securities consist primarily of negotiable obligations of the U.S.
government and U.S. government-sponsored agencies and corporate bonds. These securities can
typically be valued using the close or last traded price on a specific date (quoted prices in active
markets). When quoted prices are not available, fair value is determined based on valuation
models that use inputs that include market observable inputs. These inputs included recent
trades, yields, price quotes, cash flows, maturity, credit ratings, and other assumptions based
upon the specifics of the investment's type.



Equity securities: These include common stocks and international equity fund. Domestic
securities traded on a national securities exchange are valued at the last reported sales price
on the last business day of the fiscal year. Securities traded in the over-the counter market and
listed securities for which no sale was reported on that date are valued at the last reported bid
price. International equities are valued based upon quoted foreign market prices and translated
into U.S. dollars at the exchange rate in effect at September 30, 2017 and 2016. Securities which
are not traded on a national security exchange are valued by the respective fund manager or
other third parties based on yields currently available on comparable securities of issuers with
similar credit ratings.
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2017
Investments Measured at the NAV

Commingled SMidCap equity
investment trust (1)
DROP mutual Funds – vantage
mutual Funds (2)
Real Estate fund (3)
Total investments measured at
the NAV

Unfunded
Commitments

Redemption
Frequency

Redemption
Notice
Period

5,117,114

-

Daily

Same day

1,516,231

-

Daily

Same day

4,343,453

-

Daily

10 days

$ 10,976,798

-

$

(1) Commingled SMidCap equity investment trust consists of one commingled investment vehicle
which invests primarily in publicly traded domestic common stocks or similar equity securities
of high quality, financially secure companies listed on principal exchange. The funds are valued
at the net asset value of units held at the end of the period based upon the fair value of the
underlying investments.
(2) DROP mutual funds consist of three commingled investment vehicles which invest primarily in
publicly traded global equity securities. The funds are valued at the net asset value of units held
at the end of the period based upon the fair value of the underlying investments.
(3) The real estate fund invests primarily in United States commercial real estate. The fair value
of the investment in the fund is valued at the net asset value of outstanding units held at the
end of the period based upon the fair value of the underlying investments. Real estate funds
are valued using their respective net asset value (“NAV”) as of September 30, 2017 and 2016.
The most significant input into the NAV of such funds is the fair value of the investment
holdings. These holdings are valued by the general partners on a quarterly or semi-annual
basis, in conjunction with management and investment advisors.
The remainder of this page intentionally left blank.
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5. Net Pension Liability of the City
The components of the net pension liability of the City were as follows:
September 30,

2017

2016

Total pension liability
Plan fiduciary net position

$ 56,087,847
37,296,999

$

47,934,322
31,283,086

City’s net pension liability

$ 18,790,848

$

16,651,236

Plan fiduciary net position as a percentage of
the total pension liability

66.50%

65.26%

Actuarial Assumptions
The total pension liability at September 30, 2017, was determined using an actuarial valuation as
of October 1, 2016, with update procedures used to roll forward the total Pension to September 30,
2017, using the following actuarial assumptions:
Inflation

2.50%

Projected salary increases

4.00%

Investment rate of return

7.00%

Cost method

Entry age normal

Mortality rates are calculated using the RP2000 Combined Healthy Participants Mortality Table for
males and females with mortality improvement projected to all future years using Scale AA .The
age was set forward by 5 years for the disabled participants.
The actuarial assumptions used in the October 1, 2016 valuation were based on the review economic
assumptions in a study prepared in 2013.
The long-term expected rate of return on pension plan investments was determined using a buildingblock method in which best-estimate ranges of expected future real rates of return (expected
returns, net of pension plan investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by weighting
the expected future real rates of return by the target asset allocation percentage and by adding
expected inflation.
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Best estimates of arithmetic real rates of return for each major asset class included in the pension
plan's target asset allocation as of September 30, 2017 and 2016 (see the discussion of the pension
plan's investment policy) are summarized in the following table:
Long-Term Expected Real Rate of Return *
Asset Class
Domestic equities
International equities
Fixed income
Real estate
Cash

2017
7.50%
8.50%
2.50%
4.50%
0.00%

2016
7.50%
8.50%
2.50%
4.50%
0.00%

* Real rate of return are net of the long-term inflation assumption of 2.50% for 2017 and 2016.

Discount Rate
The discount rate used to measure the total pension liability was 7% for 2017 and 2016. The
projection of cash flows used to determine the discount rate assumed that plan member
contributions will be made at the current contribution rate and that City contributions will be made
at rates equal to the difference between actuarially determined contribution rates and the member
rate. Based on those assumptions, the pension plan's fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
Sensitivity of the Net Pension Liability to Changes in the Discount Rate
The sensitivity of the net pension liability to changes in the discount rate was measured as follows.
The net pension liability of the City was calculated using the discount rate of 7.00% for 2017 and
2016. It was also calculated using a discount rate that was I-percentage-point lower (6.00 percent)
or and 1-percentagepoint higher (8.00 percent) and the different computations were compared.
1% Decrease
(6.00%)
September 30, 2017
September 30, 2016

City Net Pension Liability
Discount rate
(7.00%)

1% Increase
(8.00%)

$ 25,817,034

$18,790,848

$ 12,668,782

$ 22,480,729

$ 16,651,236

$ 11,798,900
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Schedule of Change in the City's Net Pension Liability (Unaudited)
Last Four Fiscal Years

Years ended September 30,
Total pension liability:
Service cost
Interest
Benefit changes
Assumption changes
Difference between actual and expected experience
Benefit payments
Refunds
Other

2017

$

Net change in total pension liability

2016

2,861,698 $
3,463,509
85,811
1,201,912
3,175,232
(2,417,125)
(217,512)

2015

2,518,825 $
3,047,764
972,222
1,431,262
(2,034,435)
(78,389)
-

2014

1,872,399 $
2,764,576
1,111,274
(2,585,438)
-

1,413,607
2,590,498
(10,581)
(1,286,644)
68,898

8,153,525

5,857,249

3,162,811

2,775,778

Total pension liability - beginning

47,934,322

42,077,073

38,914,262

36,138,484

Total pension liability - ending

56,087,847

47,934,322

42,077,073

38,914,262

Plan fiduciary net position:
Contributions - employer
Contributions - member
Net investment income
Benefit payments
Refunds of contributions
Administrative expenses

2,496,156
2,498,920
3,767,761
(2,417,125)
(217,512)
(114,287)

2,099,470
2,376,288
2,706,815
(2,034,433)
(78,389)
(152,658)

1,640,338
1,851,604
424,212
2,383,831
(201,607)
(140,686)

1,414,321
1,255,885
2,451,132
(1,286,644)
(77,174)

6,013,913

4,917,093

5,957,692

3,757,520

Plan fiduciary net position - beginning

31,283,086

26,365,993

25,175,963

21,418,443

Plan fiduciary net position - ending

37,296,999

31,283,086

26,365,993

25,175,963

Net change in plan fiduciary net position

City net pension liability

$

18,790,848

Plan fiduciary net positon as a percentage of total
pension liability
Covered employee payroll

66.50%
10,962,290.00

Net pension liability as a percentage of covered
employee payroll

171.41%

$

16,651,236

$

15,711,080

65.26%
9,585,631.00

173.71%

62.66%
11,500,412.00

136.61%

$

13,738,299

64.70%
9,068,425.00

151.50%

* Schedule is intended to show information for 10 years. Additional years will be displayed as they become
available.
See accompanying independent auditor's report and
notes to required supplementary information.
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Schedule of Contributions by Employer (Unaudited)
Last Ten Fiscal Years

Actuarially determined employer contribution
Actual employer contribution

$

Annual contribution deficiency

$

Covered-employee payroll *

2017
2,496,156
2,496,156

2016
2,099,470
2,099,470

$

$

2015
1,640,338
1,640,338

$

2014
1,414,321
1,414,321

$

2013
1,301,681
1,301,681

-

$

-

$

-

$

-

$

-

10,962,290.00

$

9,585,631

$

11,500,412

$

9,068,425

$

5,674,807

Actual contributions as a percentage of
covered-employee payroll

22.77%
2012
1,195,531
1,195,531

21.90%

Actuarially determined employer contribution
Actual employer contribution

$

Annual contribution deficiency (excess)

$

-

$

Covered-employee payroll *

$

5,446,548

$

2011
1,286,546
1,286,546

$

14.26%

15.60%

$

2010
1,067,649
1,140,550

$

-

$

(72,901)

$

5,004,568

$

$

5,913,306

2009
1,069,856
1,069,856

22.94%

$

2008
538,370
772,350

-

$

(233,980)

5,566,583

$

4,659,002

Actual contributions as a percentage of
covered-employee payroll

21.95%

21.90%

19.29%

19.22%

16.58%

*Estimated payroll

See accompanying independent auditor's report and
notes to required supplementary information.
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Schedules of Investment Returns (Unaudited)
Last Ten Fiscal Years

Annual money-weighted rate of return, net of investment expense:
2017

2016

2015

2014

2013

11.10%

9.90%

1.57%

11.41%

9.03%

2012

2011

2010

2009

2008

15.45%

1.49%

7.82%

0.09

(10.48)

See accompanying independent auditor's report and
notes to required supplementary information.
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Notes to the Required Supplementary Information (Unaudited)
Last Ten Fiscal Years

Method and assumption used in calculations of the City's actuarially determined contributions. The actuarially
determined contribution rates in the schedule of the City's contributions are calculated as of October 1. Unless
otherwise noted the following actuarial methods and assumptions were used to determine contribution rates
reported in the schedule of the City's contributions

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation
Salary increases
Investment rate of return
Retirement age
Mortality

Entry-Age-Normal
Level Percent, closed
30 years
Market value
2.50%
4%, including inflation
7.00%
Experienced-based table of rates
RP-2000 Combined Healthy
Participant Mortality Table for males
and females with mortality
improvement projected to all future
years after 2000 using Scale AA

See accompanying independent auditor's report.
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Years Ended September 30,

2017

2016

Schedule "1"
Schedule of Investment Expenses
Financial management expenses
American Core Realty Fund
Eagle Asset
US Real Estate Investment Fund, LLC
RhumbLine S&P 500 Pooled Index Fund
Westwood Trust

$

Total financial management expenses
Investment consultant fees
The Bogdahan Group
Investment custodial fees
Fiduciary Trust International
Total investment expenses

Actuarial
Legal
Administrative fees
Auditing
Accounting and bookkeeping
Meetings and conventions
Dues and membership

$
Schedule "2"
Schedule of Administrative Expenses
$

Total administrative expenses

$

29

19,651
20,649
42,905
3,819
21,983

$

18,550
17,160
15,751
5,318
24,573

109,007

81,352

14,879

14,608

31,106

10,876

154,992

$

106,836

63,134
15,392
11,700
11,878
5,385
6,198
600

$

88,010
32,608
11,898
7,210
5,000
7,332
600

114,287

$

152,658

