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March 25, 2015

To the Honorable Mayor, Members of the Commission, and Citizens of the City of Miami:

We are pleased to present the City of Miami, Florida’s (“the City”) Comprehensive Annual Financial 
Report (“CAFR”) for the fiscal year ended September 30, 2014.   The financial statements were 
prepared in accordance with accounting principles generally accepted in the United States of 
America (GAAP) as promulgated by the Governmental Accounting Standards Board (GASB).

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

McGladrey LLP, Certified Public Accountants, have issued an unmodified opinion on the City’s 
basic financial statements for the year ended September 30, 2014.  The independent auditor’s report 
is located at the front of the financial section of this report. 

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

This report may also be accessed via the internet at http://www.miamigov.com/finance.

City Profile & Government Structure

The City is situated at the mouth of the Miami River on the western shores of Biscayne Bay. It is a 
main port of entry into Florida. Now 118 years old, the City is part of the nation’s eighth largest 
metropolitan area.  Incorporated in 1896, the City is the only municipality conceived and founded by 
a woman – Julia Tuttle.  According to the U.S. Census Bureau, the City’s population in 1900 was 
1,700 people.  Today it is a city rich in cultural and ethnic diversity of approximately 417,650 
residents according to the  U.S. Census Bureau, 57.7 percent of them foreign born.  In physical size, 
the City is not large, encompassing only 35.87 square miles.  In population, the City is the largest of 
the 35 municipalities that make up Miami-Dade County.  

The City Charter was adopted by the electors of the City of Miami at an election held May 17, 1921 
and legalized and validated by Chapter 9024 of the laws of the State of Florida of 1921. The Florida 
Legislature, in 1955, approved and submitted to a general election, a constitutional amendment 
designed to give a new form of government to Miami-Dade County, Florida (“County”). The County 
is, in effect, a municipality with governmental powers affecting thirty-five cities, including the City 
and unincorporated areas. The County has not displaced nor replaced the cities’ powers, but 
supplements them. The County can take over particular activities of the City's operations if the 
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services fall below minimum standards set by the County Commission, or with the consent of the 
governing body of the City. Accordingly, the County’s financial statements are not included in this 
report.

Since 1997, the City has been governed by a form of government known as the “Mayor-City 
Commissioner plan.”  There are five Commissioners elected from designated districts within the 
City.  City elections are held in November every two years on a non-partisan basis.  Candidates for 
Mayor must run as such and not for the Commission in general.  At each election, two or three 
members of the Commission are elected for four-year terms.  Thus, the terms are staggered so that 
there are always at least two experienced members of the Commission. The Mayor is elected at large 
every four years.

As official head of the City, the Mayor has veto authority over actions of the Commission.  The 
Mayor appoints the City Manager who functions as chief administrative officer.  The City Manager 
serves as the administrative head of the municipal government, charged with the responsibility of 
managing the City's financial operations and organizing and directing the administrative 
infrastructure.  The City Manager also retains full authority in the appointment and supervision of 
department directors, preparation of the City's annual budget and initiation of the investigative 
procedures.  In addition, the City Manager takes appropriate action on all administrative matters.

The City provides a full range of services, including police and fire protection; public works 
activities; refuse collection; building inspections; licenses and permits; vital statistics; the 
construction and maintenance of streets, and other infrastructure; recreational and cultural activities; 
and trolley services.

The accompanying financial statements include those of the City and those of its component units. 
Component units are legally separate organizations for which the City is financially accountable or 
organizations that should be included in the City’s financial statements because of the nature and 
significance of their relationship with the City.  Additional information on all of these legally 
separate entities can be found in the notes to the financial statements.

Budget Process and Control

The Mayor is required to prepare and deliver a budgetary address annually to the people of the City 
any time between one to three months preceding the beginning of the fiscal year. 

The City Commission is required to hold public hearings on the proposed budget and to adopt the 
final budget no later than September 30th preceding the beginning of the fiscal year on October 1st.
The annual budget serves as the foundation for the City’s financial planning and control.  

Budgets are monitored at varying levels of classification detail that include both personnel and 
operating as appropriation designations; however, budgetary control is legally maintained at the fund 
level except for the general fund, which is maintained at the departmental operating level.

Budget-to-actual comparisons are provided in this report for each major individual governmental 
fund for which an appropriated annual budget has been adopted and all non-major governmental 
funds with appropriated annual budgets.

The major phases of the budget process are detailed in the Notes to the Required Supplementary 
Information Section of this report. 
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Local Economic Condition and Outlook

Miami has become a major center and a leader in finance, commerce, culture, media, entertainment, 
the arts and international trade.  Miami is one of the nation’s eighth largest metropolitan areas; 
experiencing an over-the-year job growth of 3.2 percent, exceeding the national average of 2.0 
percent.  The industries under which this growth was created were primarily construction, 
professional and business services, and financial activities.  

Employment is growing faster in the construction industry than in any other sector of the economy 
with an over-the-year increase of 8.9 percent from November 2013 to November 2014.  The growth 
in construction is primarily due to the increase in high rise residential development.  This resurgence 
of the construction industry is fueled by the increase of foreign buyers fleeing the unstable economic 
conditions of foreign markets.

Professional and business services are also contributing to employment growth in Miami, with an 
increase of 5.0 percent from November 2013 to November 2014.  These services include executive 
recruitment, legal services, advertising and consulting.  With Miami always being a hub for 
companies that want to do business in Latin America, the City serves as headquarters for a number of 
multinational companies. 

Financial services are a growing sector in Miami; resulting in an over-the-year increase in 
employment of 4.0 percent.  This growth is attributed to the expansion of specialty finance, hedge 
funds and private equity firms.  Miami has evolved into a complex and diversified international 
finance center with Downtown Miami being the home of the largest concentration of international 
banks in the United States.  The attraction is in part attributed to the expanding cultural offerings, no 
personal tax, and essentially the close proximity to Latin America.

The City is an international crossroads and known for its range of lifestyles, high-rise skyline, 
exciting entertainment venues, recreational opportunities, and ethnic diversity.  The economic base 
of the City has diversified in recent years, shifting from reliance on the tourism industry to a 
combination of motion picture production, manufacturing, service industries and international trade.  
The area’s advantages in terms of climate, geography, low taxes, and skilled labor have combined to 
make the Miami area a prime relocation area for major firms and international corporate 
headquarters.

Local Government Financial Trend

The City’s General Fund Reserve marked its fourth year of positive growth for the year ended 
September 30, 2014.   The table below summarizes and compares General Fund revenues and 
expenditures and transfers over the last four fiscal years.  Some of the reasons for these trends are 
actions taken by the City and discussed further in this letter under the heading of Long-Term 
Financial Planning
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Housing & Real Estate Market

The City’s tax base increased to $35.3 billion in fiscal year 2014.  However, it is still lower than the 
previous high of $37.8 billion in fiscal year 2008. In terms of valuation, housing prices continued its 
upward trend in 2014, with homeownership rate reported to be at 32.8 percent.  The median sales 
price was up 17.5 percent from prior year to $235,000.  However, condominiums showed larger 
price gains than single family sales did.  Condo median sales price was $210,000; up 20 percent and 
single family median sales was $270,000, an increase of 5.2 percent over 2013.  Furthermore, 
according to www.realtytrac.com the foreclosure filings in Miami are 16% lower than the previous 
year.

Employment & Wealth Demographics

The following information was reported by the Bureau of Labor Statistics and the United States 
Census Bureau.  The table provides Miami demographics compared to the State of Florida and the 
United States.

Miami Florida United States
Unemployment Rate 5.6% 5.6% 5.4%
Median Household Income $30,375 $46,956 $53,046
Persons below poverty level 29.9% 16.3% 15.4%
High school graduate or higher 70.9% 86.1% 86.0%
Bachelor’s degree or higher 23.1% 26.4% 28.4%

Tourism

Tourism remains an important industry in Miami. Along with New York City, Miami remains 
international visitors’ top urban destination when coming to the United States.  Annual events that 
attract visitors from across the country and world include the Sony Ericsson Open, Art Basel, Winter 
Music Conference, and the Ultra Music Festival. In addition, Miami is the home to nation’s busiest 
ports of entry, Miami International Airport and Port Miami.  As a result, Miami has the fourth largest 
hotel occupancy rate after Oahu Island, New York and San Francisco as reported by The Greater 
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Miami Convention and Visitors Bureau. With the tourism economy steadily improving, the 
employment within the leisure and hospitality field has steadily increased by 4.8 percent from 2013.

Miami International Airport

The Miami International Airport (“MIA”) is operated by the Miami-Dade Aviation Department and 
is property of the Miami-Dade County government.  MIA reported a total of 41.0 million passengers 
for the 2014 calendar year, representing an increase of approximately 1.0 percent from the prior year.  
In addition, a total of 2.2 million in cargo-tons was transported through MIA, 1.9 million primarily 
being transported on international flights. MIA generates business revenue of 33.5 billion annually 
and welcomes 70 percent of all international visitors to Florida.  This makes MIA the second-busiest 
gateway to the United States following New York’s JFK Airport.

PortMiami

The PortMiami, (“the Port”) known as the “Cruise Capital of The World,” is operated by the Seaport 
Department of Miami-Dade County.  For fiscal year ending September 30, 2014, the port processed 
approximately 4.8 million multi-day cruise passenger. The Port continues to be the world’s busiest 
cruise port.  The Port is also a hub for Caribbean and Latin American commerce and is known as the 
“Gateway to the Americas”. These countries account for over half of the approximately 8.0 million 
tons of cargo processed through the Port during the 2013 fiscal year.  The Port is also reaching out to 
the global community where trade with the Far East, Asia and the Pacific account for the second 
largest cargo segment processed through the Port. The Port is important to the South Florida 
economy, contributing in excess of $27 billion annually and generating 207,000 direct, indirect and 
induced jobs.   

On August 3, 2014, the Port Tunnel was opened to traffic. After three years of planning, designing, 
constructing and safety testing, Downtown Miami will start to feel the benefit of the Port Tunnel 
with 16,000 vehicles being diverted from downtown streets on an average weekday. With the tunnel 
operational, the Port’s ability to grow is no longer restricted by truck and bus routes. Also with the 
diverted traffic, redevelopment of the northern portion of Miami’s Central Business District is no 
longer limited and congestion will decrease on downtown streets. 

The Port continues to grow its infrastructure to accommodate future growth and to remain 
competitive. Great Lakes Dredge and Dock Company is currently dredging the Port’s channel to 
minus 50/52 feet.  With expected completion in 2015, the Port will be big ship ready; equipped to 
welcome super-size container vessels arriving via the Panama Canal. The improved Port facilities 
will increase the Port’s competitive advantage for cargo.

Brickell Citi Centre

The Swire Group continues construction on the “Brickell Citi Centre”, a $1.05 billion dollar project 
which encompasses five city blocks and includes hotel and condominium towers, a below level 
parking area and plenty of shops and office spaces. This project alone will generate approximately 
1,700 construction jobs in the next four years and, when finished, it will employ over 3,700 people. 
The Swire Group Project will provide our City with over four million dollars annually in property tax 
revenues plus over a million dollars in parking surcharge revenues.
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Long-Term Financial Planning

In an effort to stabilize the financial management of the City’s resources and focus on the long-term 
sustainability, while addressing immediate issues and concerns raised by the changing economic 
climate and drivers within the community, challenging but necessary decisions were required to be 
made.

Financing

During fiscal year 2014, the City successfully refunded $25.6 million Special Revenue Refunding 
Bonds Series 2002A and Series 2002C. See Note 8 Long-Term Debt. 

In fiscal year 2014, the SEOPW CRA issued $58.6 million in bonds.  The bonds will be repaid with 
tax increment revenue.  The proceeds will be used to finance or refinance the acquisition and 
construction of community redevelopment projects in the redevelopment area of the CRA.

Future Outlook

After a year of continued growth, conditions are set for gradual acceleration of economic activity in 
the upcoming 2015 fiscal year. The U.S. economy ended the year on a positive note as third quarter 
gross domestic product (GDP) increased 5.0 percent, making it the strongest result since 2003.  This 
increase is reflective of positive contributions from consumer spending, nonresidential fixed 
investment, federal government spending, exports, state and local government spending, and 
residential fixed investments.  In addition, the unemployment rate dropped to 5.6 percent, which is 
the lowest level since 2008.

The Federal Open Market Committee (FOMC) expects inflation to rise gradually toward 2.0 percent 
as the labor market improves further and the temporary effects of lower energy prices and other 
factors dissipate. Typically, lower oil prices boost consumer discretionary income, while lower 
production costs for energy-intensive industries increase efficiency and profitability.  Though energy 
employment may decline, it will be offset by gains in other industries.

The stock market will react with short and intermediate term interest rates generally rising while 
longer maturity yields fall modestly causing the yield curve to flatten.  This is an indication that the 
economic growth of the market is still fragile.  The FOMC judges that it expects to keep rates low for 
some time.  If incoming information indicates faster progress, then increases for the federal funds 
rate are likely to occur sooner.  If progress proves slower than expected, then an increase is likely to 
occur later.

With low interest rates and low oil prices, a good business climate has been created for the South 
Florida economy encouraging growth in construction, trade, financial services, professional and legal 
services and tourism.  With growth in these sectors of the South Florida economy, employment 
should strengthen as well, and all indicators point towards steady improvement in the local economy, 
specifically Miami. 
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Capital Improvement Plan

The City’s six-year Capital Improvement Plan has earmarked funding estimated at approximately 
$448 million for 628 projects, 288 active and 340 future projects.

The tables below summarize the revenues by type and the expenditures by fund within the Capital 
Improvement Plan:
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Relevant Financial Policies 

The City has adopted a comprehensive set of financial policies.  Two of these policies are described 
below.

Debt Management Policy

The City adopted a Debt Management Policy on July 21, 1998 to provide guidance governing the 
issuance, management, continuing evaluation of and reporting on all debt obligations issued by the 
City.  Additionally, the Policy is to provide guidance in the preparation and implementation 
necessary to assure compliance.  It is the responsibility of the City’s Finance Committee to review 
and make recommendations regarding the issuance of debt obligations and the management of 
outstanding debt.

The following policies concerning the issuance and management of debt were established in the Debt 
Management Policy: (a) the City will not issue debt obligations or use debt proceeds to finance 
current operations; (b) the City will utilize debt obligations only for acquisition, construction or 
remodeling of capital improvement projects that cannot be funded from current revenue sources or in 
such cases wherein it is more equitable to the users of the projects to finance the project over its 
useful life; and (c) the City will measure the impact of debt service requirements of outstanding and 
proposed debt obligations on single year, five, ten and twenty year periods.

Pursuant to the Debt Management Policy, the City’s debt issuance is subject to the following 
constraints: (i) the Net Debt Per Capita and the Net Debt to Taxable Assessed Value percentages, 
which shall be determined by the Finance Committee by benchmarking the City to current industry 
standards, and (ii) the maximum maturity shall be the earlier of (a) the estimated useful life of the 
capital improvements being financed or (b) thirty years or (c) in the event debt was issued to 
refinance outstanding debt obligations, the final maturity of the debt obligations being refinanced, 
unless a longer term is recommended by the Finance Committee. 

Investment Management Policy

The City adopted a detailed written investment policy on August 23, 2007, that applies to all cash 
and investments held or controlled by the City and identified as “general operating funds”.  The 
Investment Policy does not apply to the City’s Pension Funds, Deferred Compensation & Section 
401(a) Plans, and funds related to the issuance of debt where there are other existing policies or 
indentures in effect for such funds.  Additionally, any future revenues, which have statutory 
investment requirements conflicting with the City’s Investment Policy and funds held by State 
agencies (e.g. Department of Revenue), are not subject to the provisions of the policy.

The primary objective of the investment program is the safety of the principal of those funds within 
the portfolios.  Investment transactions shall seek to keep capital losses at a minimum, whether they 
are from securities defaults or erosion of market value.  To attain this objective, diversification is 
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required so that potential losses on individual securities do not exceed the income generated from the 
remainder of the portfolio.  The portfolios are required to be managed in such a manner that funds 
are available to meet reasonably anticipated cash flow requirements in an orderly manner.  Return on 
investment is of least importance compared to the safety and liquidity objectives described in the 
policy.

The policy stipulates that in accordance with the City’s Administrative Policies, the responsibility for 
providing oversight and direction in regard to the management of the investment program resides 
with the City’s Finance Director.  The Finance Director has established written procedures for the 
operation of the investment portfolio and a system of internal accounting and administrative controls.

Subject to the exceptions in the City’s investment policy, the City may invest in the following types 
of securities: (a) The Florida Local Government Surplus Funds Trust Fund, (b) United States 
Government Securities, (c) United States Government Agencies, (d) Federal Instrumentalities, (e) 
Interest Bearing Time Deposit or Savings Accounts, (f) Repurchase Agreements, (g) Commercial 
Paper, (h) Corporate Notes, (i)  Bankers’ Acceptances, (j) State and/or Local Government Taxable 
and/or Tax-Exempt Debt, (k) Registered Investment Companies (Money Market Mutual Funds) and 
(l) Intergovernmental Investment Pool.  Also, the City may invest in investment products that include 
the use of derivatives.  The City does not own any derivative products.

For the year ending September 30, 2014, the City has complied with its Investment and Debt 
Management Policies.

The investment policy is adopted by City Resolution. The Finance Director, Treasurer, and the 
Investment Committee shall review the policy annually and the City Commission shall approve any 
modifications made thereto.  Recommendations for revisions to the policy are currently pending 
approval by the City Commission.

Financial Integrity Principles

On February 10, 2000, the City enacted Ordinance No. 11890 (“Financial Integrity Ordinance”) 
establishing thirteen financial integrity principles.  The Financial Integrity Ordinance was enacted as 
a preventative measure setting forth financial practices that would prevent the recurrence of a 
financial emergency.

The Financial Integrity Ordinance requires the City to establish three reserves:  (1) a “contingency” 
reserve of $5 million to fund unanticipated budget issues which arise or potential expenditure 
overruns which cannot be offset through other sources or actions; (2) an “unassigned” fund balance 
reserve equal to ten percent of the prior three years average of general revenues (excluding transfers 
and including the contingency reserves in (1) above) to fund unexpected mid-year revenue shortfalls 
or for an emergency such as a natural or man-made disaster, which threatens the health, safety and 
welfare of the City’s residents, businesses or visitors; and (3) an “assigned” reserve equal to ten 
percent of the prior three years average of general revenues (excluding transfers) to fund long-term 
liabilities and commitments of the City, such as compensated absences, self-insurance plan deficits 
and anticipated adjustments in pension plan payments resulting from market losses.
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For the 2014 fiscal year, the City’s General Fund reserves increased by approximately $36.9 million 
to and ending fund balance of approximately $112.4 million.  Of the ending fund balance, 
approximately $3.0 million is non-spendable; approximately $51.8 million is assigned, and the 
remaining of approximately $57.6 is unassigned.  Consequently, based on the results, the City is in 
compliance with the related Financial Integrity Principles.  

The City’s five year forecast assumes increasing the General Fund’s fund balance each of the five 
years.  While meeting fund balance requirements of the Financial Integrity Principles is a significant 
accomplishment and reverses the trend of declines experienced in fiscal years 2008 through 2009, the 
ultimate course will be determined by the City Commission in its review, consideration, and ultimate 
approval of future budgets submitted by the Administration. 

Failure to comply with the Financial Integrity Ordinance is not an event of default under the 
Ordinance.  The City will strive to come into compliance with the Ordinance.  However, there can be 
no assurance that the general fund reserves will reach or be maintained at the level required by the 
Financial Integrity Ordinance. The City continues to recommend balanced budgets, including 
recommendations to restore General Fund Reserves to required levels as quickly and as reasonably 
as possible. 

Risk Management – Self Insurance Program

The City administers a self-insurance program for workers' compensation, tort liability, property, and 
group health and life insurance programs, subject to certain stop-loss provisions. The City also offers 
to its retirees comprehensive medical coverage and life insurance benefits through its self-insurance 
plan.

The health and life insurance programs are administered by an independent administrator. The City 
funds the program on a pay as you go basis.  Insurance coverage is maintained with independent 
carriers for property damage to City facilities.  The City maintains excess coverage with independent 
carriers for workers' compensation and general liability.  The City allows for cost allocation of 
pension, health insurance and worker’s compensation benefits in the operating departments and a 
centralized account from which payments are made.

Major Initiatives

The City will continue to build the City’s reserves and keep the City on a path to achieve the 
Financial Integrity Principles, while addressing the strategic needs for service and reinvesting in our 
capital infrastructure.  In the summer of 2013, the City developed and launched its Strategic Planning 
initiative.  This initiative encompassed three major elements: strategy development, performance 
management and public engagement. 
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With input from Miami’s residents, City employees and community partners, six priority areas were 
identified: 1) public safety, 2) clean and beautiful neighborhoods, 3) growth and development, 4) 
education and economic access, 5) culture and recreation, and 6) efficient and effective government.   
The details on the key objectives of these priorities and the strategies for achieving these objectives 
are outlined in the City of Miami Strategic Plan adopted in September 2014, which can be accessed 
at www.miamigov.com/citymanager/strategicplanning.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the City of Miami, Florida for its 
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended September 30, 2013.  The 
Certificate of Achievement is the highest form of recognition in the area of governmental accounting 
and financial reporting. The attainment of this award represents a significant accomplishment by a 
government and its financial management team.

In order to be awarded a Certificate of Achievement, the government had to publish an easily 
readable and efficiently organized CAFR that satisfied both generally accepted accounting principles 
and applicable program requirements. A Certificate of Achievement for Excellence in Financial 
Reporting is valid for a period of one year only. However, we believe that our current CAFR 
continues to meet the Certificate of Achievement for Excellence in Financial Reporting Program’s 
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate.
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Independent Auditor’s Report 

The Honorable Mayor and Members of the City Commission 
City of Miami, Florida 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the aggregate 
discretely presented component units, each major fund, and the aggregate remaining fund information of 
the City of Miami, Florida (the City), as of and for the year ended September 30, 2014, and the related 
notes to the financial statements, which collectively comprise the City’s basic financial statements as 
listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

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

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did not 
audit the financial statements of:  

Component Units / Funds Classification

• Southeast Overtown Park West Redevelopment Agency nonmajor special revenue fund

• Omni Redevelopment Agency nonmajor special revenue fund

• Midtown Community Redevelopment Agency nonmajor special revenue fund

• Virginia Key Beach Park Trust nonmajor special revenue fund

• Liberty City Community Revitalization District Trusts nonmajor special revenue fund

• Firefighters’ and Police Officers’ Retirement Trust aggregate remaining fund information
• General Employees’ and Sanitation Employees’ Retirement Trust aggregate remaining fund information

and Other Managed Trusts 

• Miami Sports and Exhibition Authority discretely presented component unit

• Downtown Development Authority discretely presented component unit

• Bayfront Park discretely presented component unit

• Civil Investigative Panel discretely presented component unit

• Coconut Grove Business Improvement District discretely presented component unit

• Wynwood Business Improvement District discretely presented component unit
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The component units and funds represent the percentage of assets/deferred outflow of resources and 
revenue/additions, where applicable, of the respective opinion units listed below: 

Reporting Classification
Total Assets/ Deferred 
Outflow of Resources 

Total 
Revenues/Additions

• Governmental Activities 8% 5%
• Discretely Presented Component Units 7% 35%

• Aggregate Remaining Fund Information 94% 75%

Percentage of,

Those financial statements were audited by other auditors whose reports have been furnished to us, and 
our opinion, insofar as it relates to the amounts included for the funds and component units referred to 
above, are based solely on the reports of the other auditors.  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 financial statements are free from material misstatement. 

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

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

Opinions

In our opinion,  based on our audit and the reports of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental 
activities, the aggregate discretely presented component units, each major fund, and the aggregate 
remaining fund information of the City of Miami, Florida, as of September 30, 2014, and the respective 
changes in financial position  for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Emphasis of Matter 

As discussed in Note 1 to the financial statements, the City adopted the recognition and disclosure 
requirements of Governmental Accounting Standards Board (GASB) Statement No. 65, Items Previously 
Reported as Assets and Liabilities, effective October 1, 2013.  The net position balance of the 
governmental activities and the aggregate discretely presented component units as of October 1, 2013 
have been restated.  Our opinion is not modified with respect to this matter. 

As discussed in Note 1 to the financial statements, the City’s pension plans adopted the recognition and 
disclosure requirements of Governmental Accounting Standards Board (GASB) Statement No. 67, 
Financial Reporting for Pension Plans, effective October 1, 2013.  The net position balance of the 
fiduciary funds as of October 1, 2013 has been restated.  Our opinion is not modified with respect to this 
matter.
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, budgetary comparison schedules, schedule of funding progress, schedule of 
employer contributions, schedule of changes in the net pension liability and related ratios, schedule of 
contributions, and schedule of investment returns 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 and other auditors have applied certain limited procedures to the required supplementary information 
in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements.  We do not express 
an opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  

Other Information 

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

The combining and individual fund financial statements and schedules are the responsibility of 
management and were 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 by us and other auditors.  In our opinion, based on our audit, the procedures performed 
as described above, and the reports of the other auditors, the combining and individual fund statements 
and schedules are fairly stated, in all material respects, in relation to the basic financial statements as a 
whole. 

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

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 25, 
2015 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. 

Miami, Florida 
March 25, 2015 
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Management’s Discussion and Analysis

As management of the City of Miami, Florida (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 
September 30, 2014. We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our letter of transmittal, which can be found on pages 5 – 
16 of this report.

Financial Highlights

The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows of •
resources at the close of the 2014 fiscal year by approximately $412.2 million (net position).

At the close of the current fiscal year, the City’s governmental operating fund (General Fund) reported•
a fund balance of approximately $112.4 million, an increase of  approximately $37.0 million in 
comparison with the prior year. 

The City’s total outstanding debt had a net increase of approximately $25.3 million during the current •
fiscal year. This increase can be attributed to the issuance of the City of Miami’s 2014 Revenue 
Refunding Bonds, CRA Revenue Bonds Series 2014 A-1 and Series 2014 A-2, totaling approximately 
$73.9 million; partially offset by a  reduction of principal on various City outstanding debt  of 
approximately $48.6 million. Please reference Note 8 for further discussion and information related to 
debt.

Overview of Financial Statements
This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements.  
The City’s basic financial statements are comprised 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 themselves.

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 private-sector business.

The focus of the statement of net position presents financial information on all of the City ’s assets and 
liabilities, and deferred inflows/outflows of resources with the difference 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 City’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 related cash flows.  Thus, revenues and exp enses are 
reported for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes 
and earned but unused vacation leave).  The information is presented with the intent to summarize and 
simplify the user’s analysis of the cost for the primary government and its component units’ governmental 
activities.

Both of the government-wide financial statements distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues (governmental activities).  The governmental activities 
of the City include general government, planning and development, community development, community 
redevelopment areas, public works, public safety, public facilities, and parks and recreation.

The government-wide financial statements include not only the City itself (known as the primary
government), but also its discretely presented component units, which are other governmental units over 
which the City can exercise influence and/or may be obligated to provide financial subsidies .  Financial 
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information for these component units is reported separately from the financial information presented for 
the primary government itself.  The blended component units, although legally separate, function for all 
practical purposes as departments of the City, and therefore have been included as an integral part of the 
primary government.

The government-wide financial statements can be found on pages 35-36 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives. The City 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 two categories: governmental 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 on balances of spendable resources available at the end of the fiscal year. Such 
information may be useful in assessing a government’s near-term financing requirements.

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

The City maintains forty-one individual governmental funds.  Information is presented separately in the 
governmental fund balance sheets and in the governmental fund statements of revenues, expenditures and 
changes in fund balances for the general fund, special obligation bonds debt service fund, fire rescue fund, 
public safety capital projects fund, general government capital projects fund, and the streets and sidewalks 
capital projects fund, which are considered to be major funds.  Data from the other thirty-five 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 in the combining and individual fund 
statements and schedules section of this report.

The City adopts an annual appropriated budget for its general fund, special revenue funds, and debt service 
funds.  Budgetary comparison schedules have been provided for the general fund and special obligation 
bonds debt service fund to demonstrate compliance with the budget.  The budgetary comparison schedules 
are presented as required supplementary information. 

The basic governmental fund financial statements can be found on pages 37-40 of this report.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the City.  Fiduciary 
funds are not reported in the government-wide financial statements because the resources of those funds are 
not available to support the City’s own programs. 

The basic fiduciary fund financial statements can be found on pages 41-42 of this report.
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Notes to the Financial Statements

The notes provide additional information that is necessary to acquire a full understanding of the data 
provided in the government-wide and fund financial statements.  The notes to the financial statements can 
be found on pages 47-127 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information concerning budgetary comparisons and the City’s progress in funding 
its obligations to provide pension benefits to its employees.  Required supplementary information can be 
found on pages 128-135 of this report.

The combining statements referred to earlier in connection with non-major governmental funds are 
presented immediately following the required supplementary information.  Combining and individual fund 
statements and schedules can be found on pages 141-157 of this report.

Government-Wide Overall Financial Analysis

As noted earlier, net position over time may serve as a useful indicator of a government’s financial position.  
In the case of the City, assets and deferred outflows of resources exceed liabilities and deferred inflows of 
resources by $412.2 million at the close of the most recent fiscal year. 

The largest portion of the City’s net position reflects its investment in capital assets (e.g. infrastructure, 
land, buildings, machinery and equipment); net of accumulated depreciation, less any related debt used to 
construct or acquire those assets that is still outstanding.  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 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 are typically not 
used to liquidate these liabilities.  As of September 30, 2014, the City’s net investment in capital assets was 
approximately $651.5 million.

Approximately 21 percent of the City’s net position represents resources that are subject to restrictions on 
how they may be used.  As of September 30, 2014 the City’s portion of restricted net position was 
approximately $86.2 million.

The remaining portion represents a unrestricted net deficit of approximately $325.5 million which is 
primarily due to outstanding borrowings for which there are no off-setting assets, along with an increase in 
claims payable, pension obligation, and the recognition of the City’s other post-employment benefits 
(OPEB) liability. 

At the end of the current fiscal year, the City’s net position increased from approximately $392.3 million to 
approximately $412.2 million.  The reasons for this overall increase are discussed in the following sections 
for governmental activities.  The following schedule reflects a summary of net position compared to the 
prior year:

 
26



The implementation of GASB 65 resulted in the restatement of the prior year net position for governmental 
activities due to the write off of bond issuance costs and restatement of deferred loss on refunding.
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The following table provides a summary of the City’s changes in net position for the fiscal years ended 
September 30, 2014 and 2013.

Governmental Activities

As noted earlier, the City’s net position increased by approximately $19.9 million compared to prior year.  
The major changes are as follows:

The increase in net position can be attributed to growth in program revenues, decrease in program expenses, 
decrease in interest expense, and an increase in general revenues.  The growth in program revenues can be 
attributed to increases in planning and development related to continued growth in impact and building 
related fees.  This growth was partially offset by declines in capital and operating grants.  The majority of 
the City’s grants are reimbursement grants—meaning the City recognizes revenue after it has incurred an 
eligible expense. The City’s compensated absences liability decreased approximately $13.8 million.  
Furthermore, the excess of city and employee contributions related to health and workers compensation 
exceeded the related claims by approximately $9.9 million.

The City’s interest expense decreased when compared to last year based on the required interest payments 
based on the respective bond debt service schedule.  During the 2014 fiscal year, the City’s bonds and loans 

 
28



had a net decrease of approximately $25.3.  The net reduction reduced the principal outstanding, thereby 
reducing the interest expense.   

General Government revenues increased approximately $30.3 million.  This increase can be attributed to an 
increase in property taxes related to the growth in assessed value; the increase in franchise taxes, state 
revenue sharing, sales and other use taxes and public service taxes can be attributed to growth in the related 
activity.  During the year, the City recognized a gain on the sale of capital assets of approximately $9.9  
million, representing an increase of approximately $10.1 million when compared to the prior year loss of 
approximately $.12 million.
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Financial Analysis of Governmental Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance related 
legal requirements.

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.  
In particular, unassigned fund balance may serve as a useful measure of a government ’s net resources 
available for spending at the end of the fiscal year.

The General Fund is the chief operating fund of the City.  At the end of the current fiscal year, the City’s 
total general fund balance was $112.4 million.  Of this amount, approximately $3.0 million is recorded as 
non-spendable for prepaid expenses. Approximately $51.8 million is assigned fund balance in accordance 
with the City’s Financial Integrity Ordinance and approximately $57.6 million to be designated as 
unassigned fund balance. 

General Fund’s fund balance had a net increase of approximately $37.0 million during the current fiscal 
year.  The General Fund’s budgeted revenues, less expenditures and other financing sources was expected to 
yield no change in fund balance.  Considering this, key factors in the overall increase were due to:

Revenues performing approximately $27.0 million better than budgeted while expenditures were •
approximately $10.4 million lower than budgeted.  

The City was very diligent in creating stop-gaps in fiscal year 2014, by budgeting funds for one-time •
payouts, uncollectable revenues and managing expenditures.

Financial highlights of the City’s other major governmental funds are as follows:

The Special Obligation Bond Debt Service Fund has a fund balance of approximately $29.2 million. This 
represents a decrease of approximately $5.5 million.

The Fire Rescue Services’ fund balance of approximately $3.5 million remained constant with the prior 
fiscal year.  This resulted $6 thousand change to its fund balance.  

Public Safety Capital Projects Fund has a deficit fund balance of $2.3 million; a decrease in fund balance of 
$3.7 million from the prior year due primarily to capital expenditures of approximately $6.4 million 
partially offset by a net excess of approximately $2.4 million in transfers in over transfers out.

The General Government Capital Project Fund has a fund balance of $62.9 million.  This represents an 
increase of approximately $6.6  million.  The increase can be attributed to an increase in impact fees.

Streets & Sidewalks Capital Projects Fund has a fund balance of $53.1 million.  This represents a decrease 
of approximately $5.5 million.  The decrease can be attributed to an increase in expenditures on road 
improvement projects throughout the City.

General Fund Budgetary Highlights
The FY 2013-14 Adopted Budget maintains funding for current City services, and allows for expanded 
services in some categories while reducing the overall millage rate from 8.471 to 8.431.  The Adopted 
Budget enhances the level of service and support to both the Police and Fire Rescue Departments so that 
they can continue to provide our residents, visitors, and businesses with excellent public safety, to facilitate 
a vibrant, safe, and growing community.
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The FY 2013-14 City’s Adopted General Fund Budget totaled approximately $542. 6 million. This 
amendment increases the previously adopted budget by approximately $10.1 million to a revised total of 
approximately $552.7 million.  This increase in the General Fund is primarily due to the aforementioned 
Section 175 and Section 185 revenue and expenditures that were not initially budgeted. Instead, the General 
Fund’s budget was amended to recognize the related expenditure. Additionally, there is a need to adjust a 
couple of departments due to higher than budgeted expenditures.  The increased allocation was done and 
offset with reduction of unspent allocations within the General Fund without increasing the overall budget. 
Most of these adjustments were noted to the Commission during the monthly Budget Discussion and 
previous monthly reports.

In recent years, the City has faced a significant challenge regarding its cash reserves and the deferral of 
capital needs. The Adopted Budget increases the reserve for one-time pay-out events to $14 million from 
$11.31 million in order to set aside enough funding for the anticipated increase in employee retirement 
activity. Additionally, the City continued the practice of maintaining a revenue shortfall reserve of $9.16 
million, beyond the required $5.0 million Emergency Contingency Reserve in the operating budget. These 
reserves are a safeguard against previous fund balance challenges, not forgetting that the City’s General 
Fund balance declined from a high of $141.86 million in FY 2002-03 to a low of $13.44 million in FY 2009-
10. In FY 2010-11, for the first time in five years, the City’s General Fund year-end fund balance did not 
decline, but increased slightly. The fund balance increased again in FY 2011-12 and FY 2013-14. The 
Adopted Budget and the aforementioned reserves greatly enhanced the likelihood of continuing on this 
trend towards compliance with the City’s Financial Integrity Principles, which requires a year-end fund 
balance of approximately $103.9 million.

Capital Assets and Debt Administration
Capital Assets   

The City’s investment in capital assets as of September 30, 2014 is $1.1 billion.  This investment in capital 
assets includes land, buildings, improvements, machinery, equipment and infrastructure. The total decrease 
in capital assets from the end of prior year is approximately .29 percent.
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Major capital asset events during the current fiscal year included the following: 

Construction in progress increased approximately $2.5 million. The total transfers out of Construction •
in progress amounted to approximately $60.7 million; however there was an addition of approximately 
$63.2 million in new expenditures during fiscal year 2014.  

Buildings increased by approximately $8.3 million.  This increase is attributed to the completion of the •
Moore Park Recreation Building and Daycare Center, Fire Station #13 and the Caribbean Marketplace. 

The Improvement projects completed during the fiscal year and transferred from construction in •
progress, included $1.3 million in building improvements and $1.8 million in land improvements. There 
was also an addition of $1.2 million in improvement expenditures, primarily related to improvements at 
the Miami Riverside Center and $4.6 million in improvements for the Community Redevelopment 
Agencies.  These transfers and additions are offset by the $20.7 million in depreciation expense incurred 
for the current fiscal year.

Machinery and Equipment decreased by approximately $2.6 million. There was $11.4 million in •
additions and transfers, primarily attributed to the acquisition of operating equipment, to include light 
and heavy fleet vehicles, for the Police, General Services Administration and Fire departments.  
However, these expenditures are offset by approximately $14.0 million in depreciation expense for the 
current fiscal year. 

Additional information on the City’s capital assets can be found in Note 1 and Note 5 from the notes to the 
financial statements. 

Long-Term Debt

At the end of the current fiscal year, the City had total debt outstanding of $698.1 million.  Of this amount, 
$7.7 million is backed by the full faith and credit of the City  and $209.7 million is backed Limited Ad 
Valorem Tax Revenue; the remainder represents Special Obligation, Revenue bonds and loans secured 
solely by Non-Ad Valorem revenue sources.

The City’s net debt increased during the current fiscal year by $25.3 million (or 3.76 percent).  This increase 
can be attributed to the issuance of CRA Revenue Bonds Series 2014 A-1 and Series 2014 A-2.
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During fiscal year 2014, Fitch upgraded the City’s bond rating to A+ from A-. Additionally, S&P upgraded 
the City’s bond rating from BBB to A+.  

Additional information on the City’s long-term liabilities can be found in Note 8 in the notes to the financial 
statements.

Economic Factors and Next Year’s Budget and Rates

The budget is developed based on needs and performance, and follows the direction of policy as set by the 
elected officials. The process begins with the preparation of the financial outlook, a comprehensive review 
of allocation needs that are expected to be required by the City for its operations. These allocations include 
a review of salaries and wages (growth as dictated by negotiated union contracts) ; pension requirement 
needs, anticipated insurance premium increases, etc. These allocation needs are then compared to the City’s 
anticipated revenue inflows to determine whether these needs can be satisfied. It is with this analysis, along 
with the Mayor and City Commissioners’ feedback, and the City’s comprehensive strategic plan, that the 
guidelines for preparing the budget toolkit are determined and compiled into an all-inclusive instructional 
booklet that is then distributed to departments for their use in preparing their budget submissions.   The 
City’s elected and appointed officials considered many factors when adopting the fiscal year 2015 budget. 
Included among these factors were uncertainties regarding pension costs, health insurance costs, other post 
employment benefit costs, and other various economic indicators. 

The City of Miami, like many municipalities throughout the State, is slowly recovering from the economic 
downturn of previous years.  Recently approved State legislation along with a constitutional amendment 
passed by Florida voters, lowered the City’s taxable values while establishing controls on its millage rate 
(discussed below).  This legislation and amendment was also a clear indication by the people of the State of 
Florida that not enough was done in the previous year to provide property owners with tax relief.  

In fiscal year 2015, while the total millage decreased, the operating millage increased slightly from 7.6148 
mills to 7.6465 mills.  The budgeted General Fund property tax revenue is approximately $241.07 million, 
which represents an increase of approximately $13.33 million or 5.9 percent over the fiscal year 2014 
budget.  The fiscal year 2015 Adopted Budget continues the movement to a path of financial stability and 
long-term sustainable growth that was begun nearly five years ago. Additionally it greatly enhances the 
likelihood of continuing the trend towards compliance with the City’s Financial Integrity Principles, which 
requires a year-end fund balance of approximately $103.9 million.

The slow economic recovery has not only affected property tax values but also the unemployment rate. Per 
the U.S. Department of Labor, the unemployment rate for South Florida at September 30, 2014 was 5.6 
percent, which is approximately a one percent decrease from the prior year.  

Requests for Information

This financial report is designed to provide a general overview of the City’s finances for all those with an 
interest in the government’s finances to demonstrate the City’s accountability.  Questions concerning any of 
the information provided in this report or requests for additional financial information should be addressed 
to the City of Miami’s Finance Department – Director, 444 Southwest 2 nd Avenue, Suite 618, Miami, 
Florida 33130, or visit the City’s web site at www.miamigov.com. 
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City of Miami, Florida
Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Position
September 30, 2014

($ in thousands)

Fund Balances - Total Governmental Funds $ 514,488

Amounts reported for governmental activities in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the governmental funds.

Governmental Capital Assets 2,320,935
Less: Accumulated Depreciation (1,187,148) 1,133,787

Inventory (Land) held for resale are not financial
resources and therefore are not reported in the governmental funds. 614

Grant revenues are reported as deferred inflows in the fund financial
statements due to amounts being unavailable; under full accrual accounting 
they are reported as revenues. 3,643

Tax revenues are reported as deferred inflows in the fund financial
statements due to amounts being unavailable; under full accrual accounting
they are reported as revenues. 5,252

Loss on refunding of debt is recognized in the statement of
Net Position and amortized over the term of the bond. 2,521

Long-term liabilities are not due and payable in the current period
and therefore are not reported in the governmental funds.

Bonds, Notes, and Loans Payable (719,468)
Compensated Absences (51,171)
Claims Liability (209,081)
Other Post Employment Benefit (255,823)
Net Pension Obligation (4,599)
Accrued Interest Payable (7,955) (1,248,097)

Net Position of Governmental Activities $ 412,208
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City of Miami, Florida
Reconciliation of the Statement of Revenues, Expenditures

and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

For the Year Ended September 30, 2014
($ in thousands)

Net Changes in Fund Balances - Total Governmental Funds $ 101,710

Amounts reported for governmental activities in the Statement of Activities are different because:

Grant revenues are reported as deferred inflows in the fund financial statements due to amounts being
unavailable  under full accrual accounting they are reported as revenues. 3,642

The net effect of various transactions involving the sale/disposal of capital assets. (647)

Governmental funds report capital outlays as expenditures. However, in the Statement of Activities
the cost of these assets is depreciated over their estimated useful lives.

Expenditures for Capital Assets  65,655
Less: Current Year Depreciation  (74,394)

 (8,739)

The net effect of various miscellaneous transactions  involving sale of assets held for sale 
 and expenditures that decrease net position.  79

The issuance of long-term debt provides current financial resources and the payment of the
principal of long-term debt consumes the resources of the governmental funds.
   Principal Paid on Bonds and Loans  48,623
   Net effect of Deferring Premiums, Discounts, and Accretion  8,982
   Issuance of Debt  (78,265)  (20,660)

Some items reported in the Statement of Activities do not require the use of current financial 
resources and therefore are not reported as expenditures in governmental funds.

Compensated Absences  13,798
Claims Payable  (8,201)
Other Post Employment Benefits  (61,334)
Net Pension Obligation  (23)
Accrued Interest Payable  301  (55,459)

Change in Net Position of Governmental Activities $ 19,926
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CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

NOTE 1. – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the City of Miami, Florida (the “City”) have been prepared in 
conformity with U.S. Generally Accepted Accounting Principles (GAAP). The Governmental 
Accounting Standards Board (“GASB”) is the standard-setting body for governmental accounting and 
financial reporting. The GASB periodically updates its codification of the existing Governmental 
Accounting and Financial Reporting Standards which, along with subsequent GASB pronouncements 
(Statements and Interpretations), constitutes GAAP for governmental units. The more significant of these 
accounting policies are described below. 

A. Reporting Entity

The City, which is located in the county of Miami-Dade, was incorporated in 1896, and has a population 
of approximately 417,650.  The City is situated at the mouth of the Miami River on the western shores of 
Biscayne Bay and is a main port of entry into Florida and is the county seat of Miami-Dade County, 
Florida. The City comprises 35.87 square miles of land and 19.42 square miles of water.

The City’s Charter was adopted by the electors of the City of Miami at an election held on May 17, 1921 
and was legalized and validated by Chapter 9024 of the laws of the State of Florida of 1921. During 
fiscal year 1997, the residents of the City voted on a referendum that created single-member districts and 
an Executive Mayor form of government.  The City continues to operate under the Commission/City 
Manager form of government and provides the following services: police and fire protection, public 
works activities, solid waste collection, parks and recreational facilities, planning and development, 
community development, financial services, and general administrative services.

The Florida Legislature, in 1955, approved and submitted to a general election, a constitutional 
amendment designed to give a new form of government to Miami-Dade County, Florida (the “County”). 
The County is, in effect, a municipality with governmental powers affecting thirty five cities and 
unincorporated areas, including the City. The County has not displaced nor replaced the City’s powers, 
but supplements them. The County can take over particular activities of the City's operations if (1) the 
services fall below minimum standards set by the County Commission or (2) with the consent of the 
governing body of the City. Accordingly, the County’s financial statements are not included in this 
report.

The accompanying financial statements include thosè  of the City (the primary government) and those of 
its component units. Component units are legally separate organizations for which the primary 
government is financially accountable or organizations which should be included in the City’s financial 
statements because of the nature and significance of their relationship with the primary government.

The decision to include a potential component unit in the City’s reporting entity is based on the criteria 
stated in GASB Statement No. 14 - The Financial Reporting Entity and GASB Statement No. 39 - 
Determining Whether Certain Organizations Are Component Units which includes the ability to appoint 
a voting majority of an organization’s governing body and (1) the ability of the City to impose its will on 
that organization or (2) the potential for the organization to provide specific financial benefits to, or 
impose specific financial burden on, the City.
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Based upon the application of the criteria in GASB Statement No. 61, an amendment of GASB 
Statements No. 14 and 34,  the financial statements of the component units listed on the following pages 
have been included in the City’s reporting entity as either blended or discretely presented component 
units.

Blended component units, although legally separate entities, are in substance part of the City's 
operations. Accordingly, data from these component units are included with data of the primary 
government. Each discretely presented component unit, on the other hand, is reported in a separate 
column in the financial statements to emphasize that they are legally separate from the City. The 
financial balances and activities for each blended and discretely presented component unit are as of and 
for the year ended September 30, 2014. 

Blended Component Units

SOUTHEAST OVERTOWN PARK WEST COMMUNITY REDEVELOPMENT AGENCY (“SEOPW 
CRA”) – SEOPW CRA is an Agency established by the City in 1983 under the authority of Section 
163.330, Florida Statutes and City Resolution No. 82-755.  The purpose of the Agency is to eliminate 
blight and slum conditions within the redevelopment area of the agency pursuant to the redevelopment 
plans of the Agency for new residential and commercial activity of the Southeast Overtown Park West 
area.  The City has entered into an interlocal agreement with Miami-Dade County approving the deposit 
of tax increments into the separate SEOPW CRA accounts.  The members of the City Commission are 
also the Board of Directors of the SEOPW CRA. Additionally, under the interlocal agreement the City 
handles the disbursement, accountability, management, and proper application of all monies in the 
SEOPW accounts.  The funds of the SEOPW CRA are included within the reporting entity as a special 
revenue fund (SEOPW CRA), a debt service fund (SEOPW CRA - Other Special Obligation Bonds), 
and a capital projects fund (SEOPW Community Redevelopment Agency).

OMNI COMMUNITY REDEVELOPMENT AGENCY (“OMNI CRA”) – OMNI CRA is an Agency 
established by the City in 1986 under the authority of Section 163.330, Florida Statutes and City 
Resolution No. 86-868.  The purpose of the Agency is to eliminate blight and slum conditions within the 
redevelopment area of the agency pursuant to the redevelopment plans of the Agency for new residential 
and commercial activity of the Omni area.  The City has entered into an interlocal agreement with Miami-
Dade County approving the deposit of tax increments into the separate OMNI CRA accounts.  The 
members of the City Commission are the Board of Directors of the OMNI CRA.  Additionally, under the 
interlocal agreement the City handles the disbursement, accountability, management, and proper 
application of all monies in the OMNI CRA accounts. The OMNI CRA is included within the reporting 
entity as a special revenue fund (Omni CRA).

MIDTOWN COMMUNITY REDEVELOPMENT AGENCY (“MIDTOWN CRA”) – MIDTOWN CRA 
is an Agency established by the City in 2005 under the provisions of Section 163.330, Florida Statutes 
and City Resolution No. 05-002.  The purpose of the Agency is to eliminate blight and slum conditions 
within the redevelopment area of the agency pursuant to the redevelopment plans of the Agency for new 
residential and commercial activity of the Midtown area.  The MIDTOWN CRA entered into an 
interlocal agreement with the City, Miami-Dade County, and the Midtown Community Development 
District whereby tax increments would be deposited into the separate MIDTOWN CRA accounts.  The 
members of the City Commission are the Board of Directors of the MIDTOWN CRA.  Additionally, 
under the interlocal agreement the City handles the disbursement, accountability, management, and 
proper application of all monies in the MIDTOWN CRA accounts.  The MIDTOWN CRA is included 
within the reporting entity as a special revenue fund (Midtown CRA).
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VIRGINIA KEY BEACH PARK TRUST  (“VKBPT”) – On December 14, 2000 (and effective January 
2001), via sections 38-230 through 38-242 of Chapter 38 of the Code of the City of Miami Ordinance 
12003, the VKBPT was established and acts as a limited agency and instrumentality of the City of 
Miami. Its general purposes, in cooperation with City of Miami, are to preserve, restore, and maintain 
the Historic Virginia Key Beach Park in a manner consistent with environmental health, the historical 
importance of the Park and the aspirations of the African American Community, make it accessible to 
the general public, propose policy, planning, and design to ensure maximum community utilization and 
enjoyment. The City Commission must approve VKBPT’s board membership and operating budget. The 
City considers itself the exclusive recipient of the services provided by VKBPT and therefore its 
operations are blended in the reporting entity as a special revenue fund (Virginia Key Beach Park Trust).

LIBERTY CITY COMMUNITY REVITALIZATION TRUST (“Liberty City”) – On July 10, 2001, via 
section 2-892 of Chapter 2 of the Code of the City of Miami Ordinance 12082, Liberty City was 
established and acts as a limited agency and instrumentality of the City and provides services entirely or 
almost entirely to the primary government.  Liberty City, in cooperation with the Department of 
Community Development and other City departments, is responsible for oversight of and facilitating the 
City’s revitalization efforts for the redevelopment of the Liberty City Community Revitalization District 
in a manner consistent with the strategy identified in the Five-Year Consolidated Plan, adopted by the 
City Commission in August, 1999.  Liberty City’s specific purpose is to purchase land and renovate 
capital assets that belong to the City of Miami within the Liberty City area.  The City Commission must 
approve Liberty City’s board membership and operating budget. The City considers itself the exclusive 
recipient of the services provided by Liberty City and therefore its operations are blended in the 
reporting entity as a special revenue fund (Liberty City Revitalization Trust).

Discretely Presented Component Units

MIAMI SPORTS AND EXHIBITION AUTHORITY (“MSEA”) – The MSEA was created by the City 
in 1983 pursuant to Chapter 212.0305, Florida Statutes and City Ordinance No. 9662 adopted by the 
City Commission (as amended by City Ordinance No. 11155) and Section 213.0305 of the Florida 
Statutes to promote the development of sports, convention and exhibition facilities within the City, and 
attracting professional sports franchises and exhibitions to utilize the City’s and/or Authorities’ facilities. 
The City Commission must approve MSEA’s board membership and operating budget. Therefore, the 
MSEA is fiscally dependent and the City is discretely presenting the MSEA in the accompanying 
financial statements. 

DEPARTMENT OF OFF-STREET PARKING OF THE CITY OF MIAMI, FLORIDA, d/b/a MIAMI 
PARKING AUTHORITY (“DOSP”) – The DOSP was originally created in 1955 by a special act of the 
Florida State Legislature (Laws of Florida Chapter 30.997, as amended) and subsequently incorporated 
into the City's Charter in 1968. The DOSP is an agency and instrumentality of the City which owns and 
operates parking facilities within the City. The City Commission has reserved the right to confirm new 
members of the DOSP Board, to establish and fix rates and charges for parking services, to approve the 
DOSP’s operating budget and to authorize the issuance of revenue bonds. Therefore, the DOSP is 
fiscally dependent and the City is discretely presenting the DOSP in the accompanying financial 
statements.

Please reference Note # 14—Special Items for discussion on special items related to the DOSP. 
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DOWNTOWN DEVELOPMENT AUTHORITY (“DDA”) – The DDA was created by the City in 1965 
pursuant to Chapter 65-1090 of the General Laws of Florida and City Code Section 14-25. The DDA is 
governed by a board appointed by the City Commission and was established for the purpose of 
furthering the development of the Downtown Miami area by promoting economic growth in the region 
and strengthening downtown’s appeal as a livable city as well as a regional, national and international 
center for commerce and culture.  The City Commission must approve the DDA's operating budget and 
the millage levied on the special taxing district established to fund the DDA. Therefore, the DDA is 
fiscally dependent and the City is discretely presenting the DDA in the accompanying financial 
statements.

BAYFRONT PARK MANAGEMENT TRUST (“BFP”) – The BFP was established by the City in 1987 
under the authority of City of Miami Resolution No. 10348.  The BFP was created for the purpose of 
managing and operating the events held at Bayfront and Bicentennial Park and the daily maintenance 
and upkeep of the grounds, its various amenities including the amphitheater and the Mildred and Claude 
Pepper Fountain. The governing body of the BFP consists of nine appointed members serving initial 
terms of one to three years.  Upon expiration of an initial term, each successor member may be 
appointed by the City Commission for terms of one to three years.  The BFP has appointed an executive 
director to act as the chief executive officer, subject to policy directives.  The BFP prepares and submits 
an annual budget request and master plan to the City Commission for its approval for each fiscal year. 
Therefore, the BFP is fiscally dependent and the City is discretely presenting the BFP in the 
accompanying financial statements.

CIVILIAN INVESTIGATIVE PANEL (“CIP”) – The CIP was established by the City of Miami 
Commission Ordinance Number 12188 on February 14, 2002 for the purpose of creating an independent 
citizen’s oversight panel to conduct investigations related to allegations of police misconduct, review 
policies, practices and procedures of the police department and perform community outreach programs.  
The CIP consists of thirteen members who were originally appointed as follows: a) the Miami City 
Commission selects and appoints nine members, b) the Mayor selects three members whose names are 
ratified and appointed by the City Commission, and c) the Chief of Police of the City of Miami appoints 
one member, who serves at the will of the Chief of Police.  The CIP prepares and submits an annual 
budget request to the City Commission for its approval for each fiscal year and is funded by the City of 
Miami. Therefore, the CIP is fiscally dependent and the City is discretely presenting the CIP in the 
accompanying financial statements.

COCONUT GROVE BUSINESS IMPROVEMENT DISTRICT (“CGBID”) – In July 2004, pursuant to 
Resolution No. 12564, the City of Miami approved the establishment of the Coconut Grove Business 
Improvement Committee (“BIC”).  The BIC was formed as an advisory committee to the City.  During 
November 2008, the City tabulated the results of a special election for the creation of the Coconut Grove 
Business Improvement District (“BID”), where the BID was deemed to be approved a majority of the 
affected property owners.  During March 2009, under City Ordinance No. 13059, the City approved to 
repeal the BIC and establish a new Coconut Grove Business Improvement District Board (“BID Board”) 
to stabilize and improve retail and other businesses in the BID area through promotion, management, 
marketing and other similar services, including, but not limited to, coordination, funding ,  
implementation and maintenance of all infrastructure improvement, and other projects, utilizing BID 
assessment proceeds and other funds identified.  The BID prepares and submits an annual budget request 
and master plan to the City Commission for its approval for each fiscal year. Therefore, the BID is 
fiscally dependent and the City is discretely presenting the BID in the accompanying financial 
statements.
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WYNWOOD BUSINESS IMPROVEMENT DISTRICT (“WBID”) –  On June 4, 2013, the City 
through its Office of the City Clerk tabulated the results of a special election for the creation of the 
Wynwood Business Improvement District (“BID”), where the BID was deemed to be approved by a 
majority of the affected property owners.  During July 2013, under City Ordinance No. 13-00831, the 
City approved to establish a new Wynwood Business Improvement District Board (“BID Board”) to 
manage the BID in stabilizing and improving retail and other businesses in the BID area through 
promotion, management, marketing and other similar services, including, but not limited to, 
coordination, funding,  implementation and maintenance of all infrastructure improvement, and other 
projects, utilizing BID assessment proceeds and other funds identified.  The BID prepares and submits 
an annual budget request to the City Commission for its approval for each fiscal year. Therefore, the BID 
is fiscally dependent and the City is discretely presenting the BID in the accompanying financial 
statements.

HEALTH FACILITY AUTHORITY (“HFA”) – The HFA is an agency established by the City in 1979 
under the authority of Chapter 154, Florida Statutes and City Resolution No. 79-93 to serve as a conduit 
to issue revenue bonds.  The City Commission must approve the HFA’s board membership and 
operating budget. Therefore the HFA is fiscally dependent and the City is discretely presenting the HFA 
in the accompanying financial statements.

Debt obligations issued under the purview of the HFA do not constitute an indebtedness, liability or 
pledge of the faith or credit of the HFA or the City.  The City is not responsible for any of the HFA’s 
debt. The amount of conduit debt obligations totaled $19.4 million at September 30, 2014. The HFA 
does not issue stand-alone audited financial statements.

On June 1, 2011, Mercy Hospital redeemed the Miami Health Facilities Authority Series 1998, 2002, 
2008 and 2009 bonds.  The debt service payment was made by Miami Jewish Home. 

The City of Miami Health Facilities Authority conduit debt activity and outstanding balance as of 
September 30, 2014 is as follows:

The scheduled debt service payments were made by Miami Jewish Home and the payments are current. 

Proceeds from these bond issues were used to finance construction of buildings and parking facilities; 
land acquisitions; equipment purchases including beds and other medical apparatus; renovation of 
existing facilities; and engineering costs.
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Complete financial information of the individual component units may be obtained at the entity's 
respective administrative offices as follows: 

SEOPW CRA
1490 NW 3rd Ave.
Suite 105
Miami, Florida 33136

DOSP
40 NW 3rd Street Suite 1103
Miami, Florida 33128

CGBID
3390 Mary Street
Suite 130
Miami, Florida 33133

OMNI/MIDTOWN CRA
1401 North Miami Ave.
Miami, Florida 33136

DDA
200 S. Biscayne Blvd.
Suite 2929
Miami, Florida 33131

Wynwood
301 N. Biscayne Blvd.
Miami, Florida 33132

VKBPT
4020 Virginia Beach Drive
Miami, Florida 33149

CIP
970 SW 1st Street
Suite 305
Miami, Florida 33130

Liberty City
4800 NW 12th Avenue
Miami, Florida 33127-2218

MSEA
3500 Pan American Drive
Miami, Florida 33133

BFP
301 N. Biscayne Blvd.
Miami, Florida 33132-2226

B.   Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the non-fiduciary activities of the City and its component units.  
The primary government is reported separately from the legally separate discrete component units.  The 
statement of net position presents the financial position of the City and its discretely presented 
component units at the end of its fiscal year. The statement of activities demonstrates the degree to which 
the direct expenses of a given function or segment are offset by program revenues.  Direct expenses are 
those that are clearly identifiable with a specific function or segment.  Program revenues include 1) 
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or 
privileges provided by a given function or segment, and 2) grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular function or segment.  Taxes and other 
items that are not deemed to be program revenues are reported instead as general revenues and indirect 
expenses (claims payable, compensated absences, pension contributions, and other post-employment 
benefits) are allocated to activities based on each activities pro-rata share of the cost incurred.  
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C.  Fund Financial Statements

The accounts of the City are organized and operated on the basis of funds.  A fund is an independent 
fiscal and accounting entity with a self-balancing set of accounts which comprise its assets, liabilities, 
deferred outflows/inflows of resources, fund balances/net position, revenues, and expenditures.  Fund 
accounting segregates funds according to their intended purpose and it is used to aid management in 
demonstrating compliance with finance-related legal and contractual provisions.  The City maintains the 
minimum number of funds consistent with legal and managerial requirements.  The focus of 
governmental fund financial statements is on major funds as that term is defined in professional 
pronouncements.  Each major fund is to be presented in a separate column, and non-major funds are 
aggregated and presented in a single column.  The City maintains fiduciary funds which are used to 
account for assets held by the City in a trustee capacity.  Since the governmental fund statements are 
presented on a different measurement focus and basis of accounting than the government-wide 
statements’ governmental activities column, a reconciliation is presented on the statements or on the 
page following, which briefly explains the adjustments necessary to transform the fund-level financial 
statements into the governmental activities column of the government-wide presentation.  The City 
reports the following major governmental funds: 

General Fund – The General Fund is the general operating fund of the City.  General tax revenues and 
other receipts that are not allocated by law or contractual agreement to some other fund are accounted for 
in this fund.  General operating expenditures, fixed charges, and capital improvement costs not paid 
through other funds are paid from this fund. 

Special Obligation Bonds – This debt service fund accounts for monies used for the payment of 
principal, interest, and other costs related to various special obligation and revenue bonds and loans.

Fire Services – The special revenue fire services fund accounts for grant revenues and expenditures 
which supplement the City’s emergency Fire Rescue operations. 

Public Safety – This capital project fund accounts for the acquisition or construction of major capital 
facilities that support the City’s Police and Fire operations.

General Government – This capital project fund accounts for expenditures for capital made for general 
government operations.

Streets and Sidewalks – This capital project fund accounts for capital expenditures made for streets, 
sidewalks, and other traffic-related projects.

The Fire Services, Special Obligation Bonds, and Streets and Sidewalks funds did not meet the minimum 
criteria for major fund determination during fiscal year 2014.  However, these funds were presented as 
major funds for public interest purposes.  

Additionally, the City reports the following fiduciary fund type: 

Pension Trust Funds – The Pension Trust Funds account for the City of Miami Fire Fighters’ and 
Police Officers’ Retirement Trust (“FIPO”), the City of Miami General Employees’ and Sanitation 
Employees’ Retirement Trust (“GESE”) and Other Managed Trusts (Members, Excess Plan, and Staff 
Plan), and the Elected Officers’ Retirement Trust (“EORT”).  The Pension Trust Funds accumulate 
resources for pension benefit payments to qualified employees.
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D.  Measurement Focus and the Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting, as are the fiduciary fund financial statements.  Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows.  Property taxes are recognized as revenues in the year for which they are levied.  
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met.

The governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Revenues are recognized as soon as 
they are both measurable and available.  Revenues are considered to be available when they are 
collectible within the current period or soon enough thereafter to pay liabilities of the current period.  For 
this purpose, the City considers revenues to be available if they are collected within 60 days of the end of 
the fiscal period, except for grant revenues which is considered to be available if collected within one 
year.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  However, 
debt service expenditures, as well as expenditures related to compensated absences, insurable claims, 
pensions, pollution remediation obligations, and other post-employment benefits are recorded only when 
payment is due or when City has made a decision to fund these obligations with current available 
resources.

Certain revenues associated with the current fiscal period are considered measurable and are recognized 
as revenues of the current fiscal period when available. These include:

Property taxes•
Intergovernmental revenue•
Sales tax, franchise and utility taxes•
Charges for services, and •
Interest•

All other revenue items are considered to be measurable only when cash is received by the City.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide 
financial statements. Amounts reported as program revenues include 1) charges to customers or 
applicants for goods, services, or privileges provided, 2) operating grants and contributions, and 3) 
capital grants and contributions, including special assessments.  Internally dedicated resources are 
reported as general revenues rather than program revenues.  Likewise, general revenues include all taxes.
When restricted resources are available for use, it is the City’s policy to use restricted resources first as 
they are needed. Similarly, within fund balance categories committed amounts are reduced first, 
followed by assigned, and then by unassigned amounts when expenditures are incurred for purposes for 
which amounts in any of these fund balance classifications could be used. 
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E.  Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance

Deposits and Investments

The City has defined “cash, cash equivalents and investments” to include cash on hand, demand 
deposits, money market funds, debt securities, and cash with fiscal agents.  Each fund’s equity in the 
City’s investment pool is considered to be a cash equivalent since the funds can be deposited or 
effectively withdrawn at any time without prior notice or penalty.  In addition, the City considers all 
highly liquid investments with a maturity of three months or less when purchased, to be a cash 
equivalent.

All investments, including those of the Pension Trust Funds, are stated at fair value, using quoted market 
price or the best available estimate thereof.  Alternative investments of the Pension Trust Funds which 
include private equity, private debt, venture capital and equity real estate investments where no readily 
ascertainable market value exists, management, in consultation with the general partner and investment 
advisors, have determined the fair values for the individual investments based upon net asset value per 
the partnership’s most recent available financial information.

Interfund Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end 
of the fiscal year is referred to as “due to/from other funds”.

Receivables

Receivables include amounts due from other governments and others for services provided by the City 
and are recorded when the related revenue is earned.  Allowances for uncollectible receivables are based 
upon historical trends and the periodic aging of receivables.  The City fully reserves for all receivables 
greater than 60 days with the exception of grant receivables and other accounts that are in the collection 
process, which are based on historical collection experience and other factors.

Prepaids

Prepaid items consist of certain costs which have been paid prior to the end of the fiscal year, but 
represent items which are applicable to future accounting periods.  Reported amounts in governmental 
funds are equally offset by non-spendable fund balance in the fund financial statements, which indicates 
that these amounts do not constitute “available spendable resources” even though they are a component 
of current assets.

Long term service agreements, other than insurance policies, are expensed in the year of renewal.  The 
City uses the “Alternate Expense Recognition” method for those contracts covering one or more fiscal 
period.

Inventory

There are no inventory values presented in the governmental funds.    Purchases considered inventoriable 
items are recorded as expenditures/expenses at the time of purchase since the year-end balances are not 
material.  The government-wide financial statements present inventory values of the City, which are 
properties held by the Community Development Department for resale.
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Restricted Assets

Certain proceeds from bonds, loans and deposits, as well as advances from grants, are classified as 
restricted assets because their use is limited by applicable bond indentures, contracts, agreements, and 
other externally imposed constraints.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure (e.g. roads, sidewalks, 
drainage, and similar items), are reported in the governmental activities column in the government-wide 
financial statements and fiduciary fund and discrete component unit financial statements.  Capital assets 
are defined by the City as assets with an initial cost of $1,000 or more and an estimated useful life in 
excess of one year.  Such assets are recorded at historical cost if purchased or constructed.  Donated 
capital assets are recorded at estimated fair value on the date of the donation. 

Major outlays for capital assets and improvements are capitalized as projects are constructed.  The cost 
of normal maintenance and repairs that do not add to the value of the asset or materially extend asset 
lives are not capitalized.  

Property, plant, equipment, and infrastructure are depreciated using the straight-line method over the 
following estimated useful lives:

Asset Years
Buildings 20 - 50
Improvements other than buildings 10 - 30
Machinery and equipment 3 - 15
Infrastructure 15 - 75

Compensated Absences

Under terms of Civil Service regulations, labor contracts and administrative policy, City employees are 
granted vacation and sick leave in varying amounts.  Additionally, certain overtime hours can be accrued 
and carried forward as earned time off.  Unused vacation and sick time is payable upon separation from 
service, subject to various limitations depending upon the employee’s seniority and civil service 
classification. The amount accrued as of September 30, 2014 is $51.2 million of which $13.1 million is 
the current portion. The City accrues a liability for compensated absences as well as certain other salary 
related costs associated with the payment of compensated absences.  The liability for such accumulated 
leave is reflected in the government-wide financial statements as current and long-term liabilities.  A 
liability for these amounts is reported in the governmental funds only if they have matured, for example, 
as a result of employee resignations and retirements. The fund-level liability for compensated absences 
includes salary-related payments, paid sixty days subsequent to year end.
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Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for 
deferred outflows of resources. This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s). The City only has one item 
that qualifies for reporting in this category. It is a deferred charge on refunding resulting from the 
difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred and 
amortized over the shorter of the life of the refunded or refunding debt. 

In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as 
an inflow of resources (revenue) until that time. These amounts are deferred and recognized as an inflow 
of resources in the period that the amounts become available.

Employee Benefit Plans and Net Pension Asset/Obligation - The City provides separate defined 
benefit pension plans for general employees, sanitation employees and for uniformed police and fire 
department personnel, as well as a defined contribution pension plan created in accordance with Internal 
Revenue Code Section 401(a) primarily for directors and other unclassified administrators employees. 
The City also offers an optional deferred compensation plan created in accordance with Internal Revenue 
Code Section 457. 

At September 30, 2014 the City recorded a net pension obligation related to the General Employees 
and Sanitation Employees (GESE) Excess Benefit Plan in its government-wide statement of net 
position. The net pension obligation is a function of annual required contributions, interest, 
adjustments to the annual required contribution, annual pension costs and actual employers 
contributions made to the plan. A net pension obligation results when contributions are less than 
100 percent of the annual required contributions.

Post-Employment Benefits Other Than Pensions (OPEB) - Pursuant to Section 112.0801, Florida 
Statutes, the City is required to permit participation in the health insurance program by retirees and their 
eligible dependents at a cost to the retiree that is no greater than the cost at which coverage is available 
for active employees.  Retired police officers are offered coverage at a discounted premium under the 
FOP Health Trust that is administered separately from the City’s health care plan.  For non-police 
retirees (fire fighters, general employees, sanitation employees and elected officials) and their 
dependents, the City subsidizes health care coverage and life insurance at a premium equal to the 
blended group rate. 

The City is financing the post employee benefits on a pay-as-you go basis. As determined by an 
actuarial valuation, the City recorded a net OPEB obligation in its government-wide financial 
statements related to the implicit subsidy. 
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Unearned / Unavailable Revenues

Resources that do not meet revenue recognition requirements (not earned) are recorded as unearned 
revenue in the government-wide and the governmental fund financial statements.  In addition, amounts 
related to governmental fund receivables that are measureable, but not available (not received within 60 
days from fiscal year end), are recorded as unavailable (a deferred inflow of resources) in the 
governmental fund financial statements. 

Unearned revenues in the government-wide and governmental funds financial statements at September 
30, 2014 are as follows: 

Long-Term Obligations

In the government-wide financial statements long-term debt and other long-term obligations are reported 
as liabilities on the statement of net position.  Bonds payable are reported net of the applicable accretion, 
bond premiums or discounts.  Bond premiums, discounts and prepaid insurance cost are amortized over 
the life of the bonds using the effective interest method.   

In the fund financial statements, governmental fund types recognize bond premiums and discounts 
during the current period.  The face amount of debt issued is reported as other financing sources.  
Premiums received on debt issuances are reported as other financing sources while discounts on debt 
issuances are reported as other financing uses.  Issuance costs, whether or not withheld from the actual 
debt proceeds received and payment of debt principal, are reported as debt service expenditures. 

Under GASB 49 Accounting and Financial Reporting for Pollution Remediation Obligations, a pollution 
remediation is an obligation to address the current or potential detrimental effects of existing pollution 
by participating in pollution remediation activities such as assessments and clean-ups. In the 
governmental-wide financial statements long-term debt the City records a liability for pollution 
remediation. As of September 30, 2014, it was approximately $10.6 million.  
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Risk Management

Under the protection of the sovereign immunity limit, Florida Statutes 768.28 and Chapter 440, Florida 
Statutes covering Workers’ Compensation, the City has established a self-insured program to provide 
coverage for almost all areas of liability including Workers’ Compensation, General Liability, 
Automotive Liability, Police Professional Liability, Public Officials’ Liability, and Employment 
Practices Liability.  Section 768.28, Florida Statutes, provides for waiver of sovereign immunity in tort 
actions or claims against the state and its agencies and subdivisions.  The present limit of recovery in the 
absence of special relief granted by the Florida legislature is $200,000 per person per claim or judgment.  
The limit of recovery for all claims or judgments arising out of the same incident or occurrence is 
$300,000.  The City also provides group health benefits for its active employees, retirees, and their 
dependents through a fully self-funded health insurance program and uses a commercial carrier as the 
administrator.  The City records a liability for self-insured claims payable. As of September 30, 2014, it 
was approximately $209 million.

Net Position

Equity in the government-wide statement of net position is displayed in three categories: 1) net 
investment in capital assets, 2) restricted, and 3) unrestricted.  Net investments in capital assets consists 
of capital assets reduced by accumulated depreciation and by any outstanding debt incurred to acquire, 
construct, or improve those assets, excluding unexpended proceeds. Deferred outflow and inflow of 
resources that are attributable to acquisition of those assets or related debt are included in this component 
of net position.  Net position is reported as restricted when there are legal limitations imposed on their 
use by State Statutes, City legislation or external restrictions by other governments, creditors, or 
grantors.  Unrestricted net position consists of all items that do not meet the definition of either of the 
other two components.

At September 30, 2014, the government-wide statement of net position reports $86.2 million of restricted 
net position.

Fund Balance

The City follows Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting 
and Governmental Fund Type Definitions, which established the accounting and financial reporting 
standards for government entity to report fund balance in classifications that comprise a hierarchy based 
primarily on the extent to which the government is bound to honor constraints on the specific purposes 
for which amounts in those funds can be spent.  The following is a description of the classifications used 
by the City.

Nonspendable Fund Balance – This amount includes amounts that cannot be spent because they are 
either (a) not in spendable form or (b) legally or contractually required to be maintained intact.  
Examples of this would be inventory, prepaid assets, and permanent endowments.

Restricted Fund Balance – This amount includes amounts that are restricted to specific purposes as 
stipulated by (a) external creditors, grantors, contributors, or laws or regulations of other governments or 
(b) imposed by law through constitutional provisions or enabling legislation.

Committed Fund Balance – This amount includes amounts that can only be used for specific purposes 
pursuant to constraints imposed by resolution of the City’s highest level of decision making authority 
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which is the City Commission.  Once adopted by resolution, the commitment can only be revised or 
removed by adoption of a new resolution.  

Assigned Fund Balance – This amount includes amounts that are constrained by the City’s intent to be 
used for specific purposes, but are neither restricted nor committed. Intent is expressed by the City 
Commission.  The City’s Financial Integrity Rule Section 18-542 specifies the amounts the City shall 
retain as assigned fund balance. Pursuant to the City’s Financial Integrity Rule Section 18-542 the city 
shall retain assigned fund balance reserves equal to ten percent of the prior three years average of general 
revenues (excluding transfers).

Unassigned Fund Balance – This amount is the residual classification for the general fund.  This 
classification represents fund balance that has not been assigned to other funds and that has not been 
restricted, committed, or assigned to specific purposes within the general fund.  In other funds, the 
unassigned classification should be used only to report a deficit balance resulting from overspending for 
specific purposes for which amounts had been restricted, committed or assigned.

The following schedule classifies the City’s fund balances as of fiscal year end September 30, 2014:
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The City’s Financial Integrity Principles require the City to individually retain assigned and unassigned 
fund balance reserves equal to ten percent of the prior three years average of general revenues (excluding 
transfers). The assigned balance and unassigned fund balance should equal twenty percent of the prior 
three years average of general revenues.  The average three years revenues for fiscal years, 2011, 2012, 
and 2013 were approximately $103.6.  Based on this, the City is required to individually retain assign 
and unassigned fund balance of approximately $51.8. The City has assigned the required $51.8 million, 
the balance, net of the non-spendable related to prepaid of approximately $3.0 million, of approximately 
$57.7 million was unassigned. 

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted 
in the United States requires management to make estimates and assumptions that affect the reported 
amounts of assets, liabilities, deferred inflow/outflow and disclosure of contingent assets and liabilities at 
the date of the financial statements. Estimates also affect the reported amounts of revenues and 
expenditures during the reporting period.  Actual results could differ from estimates.

Excess of Expenditures over Appropriations

The following fund’s actual expenditures exceeded appropriations as of September 30, 2014:

The excess of expenditures over appropriations can be attributed to expenditures related to the CRA 
Special Obligation Series 2014 A-1 and Series 2014 A-2 which were not appropriated.  

Budgets are monitored at varying levels of classification detail; however, budgetary control is legally 
maintained at the fund level except for the General Fund, which is maintained at the departmental level.  
City departments will work closely with the Budget Department to minimize these instances in the 
ensuing fiscal year. 
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Fund Deficits

The following funds had fund balance deficits in the amounts indicated as of September 30, 2014:

The fund deficits reported as of September 30, 2014, for the Disaster Recovery and Public Safety Capital 
Fund are attributed to reimbursements of grants not received as of the year end.  The City expects to 
collect the outstanding balances in the ensuing fiscal year. 

New Accounting Pronouncements

The following new pronouncements, effective for the year ending September 30, 2014, were adopted by 
the City effective for the year ending September 30, 2014:

GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, was issued in March 
2012, The requirements of this Statement are effective for financial statements for periods beginning 
after December 15, 2012.  This Statement establishes accounting and financial reporting standards that 
reclassify, as deferred outflows of resources or deferred inflows of resources, certain items that were 
previously reported as assets and liabilities and recognizes, as outflows of resources or inflows of 
resources, certain items that were previously reported as assets and liabilities. When an asset is recorded, 
but the revenue is not available this statement requires that the government report a deferred inflow of 
resources until such time as the revenue becomes available.  Additionally, this statement requires that 
debt issuance costs, except prepaid insurance costs, should be recognized as an expense in the period 
incurred. The implementation of GASB 65 required the City to expense unamortized debt issuance cost 
previously reported as an asset on the Governmental Activities Statement of Net Position. Accordingly 
the beginning net position has been restated as follows (amounts in thousands):

Government Activities

Net Position, October 1, 2013 as reported  $              402,144 
Adjustment to write-off debt issuance cost                      9,862 
Net Position, October 1, 2013 as restated  $              392,282 
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The implementation of GASB 65 also required the reclassification of deferred charge on refunding of 
debt from assets to deferred outflow of resources. The deferred outflow of resources balances as of 
September 30, 2014 was $2.5 million.

During the fiscal year ended September 30, 2014, the Department of Off-Street Parking implemented 
GASB Statement No. 65. This accounting change required the Authority to expense unamortized debt 
issuance costs previously recorded as an asset. Accordingly, beginning net position in the Statement of 
Revenues, Expenses and Changes in Net Position has been restated due to the implementation of GASB 
65.The impact of this restatement is as follows:

Net Position, October 1, 2013 as reported $              15,049
Expensing of unamortized debt issuance costs 722
Net Position, October 1, 2013 as restated $              14,327

GASB Statement No. 66, Technical Corrections-2012-an amendment of GASB Statements No. 10 
and No. 62, This Statement amends Statement No. 10, Accounting and financial Reporting for Risk 
Financing and Related Insurance Issues, by removing the provisions that limits fund-based reporting of 
an entity’s risk financing activities to the general fund and the internal service fund type.  The adoption 
resulted in no financial impact to the City. 

GASB Statement No. 67, Financial Reporting for Pension Plans-an amendment of GASB Statement 
No. 25, the objective of this Statement is to improve financial reporting by state and local governmental 
pension plans.  This Statement results from comprehensive review of the effectiveness of existing 
standards of accounting and financial reporting for pensions with regard to providing decision-useful 
information, supporting assessments of accountability and interperiod equity, and creating additional 
transparency.  The adoption resulted in additional pension disclosures to the City.

The implementation of GASB 67 required a restatement of net position previously reported for the City 
of Miami Firefighters and Police Officers Retirement Trust (FIPO). The Trust administers a DROP. 
During the DROP participation period, each member’s monthly retirement benefit accrues and the 
balance accumulates within the DROP account. Upon termination of employment at the end of the 
DROP period, each retired member’s funds are immediately due and payable. Monthly accruals of 
benefits were previously expensed and accordingly recorded as a deduction on the Statement of Changes 
in Plan Net Position. Similarly, the total amount of deferred retirement benefits that had accumulated but 
not yet distributed at fiscal year-end were previously classified as a liability on the Statement of Plan Net 
Position. According to paragraph 98 of GASB 67, “DROP” balances, similar to other benefit payments, 
should be recognized as a pension liability only when ultimately due to the plan member”. Further 
clarification is provided by question 37 in the GASB 67 implementation guide which states that “benefits 
generally would be considered due and payable only when they are required to be distributed to the plan 
member from the DROP account.”
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As a result the fiduciary financial statements have been restated to report only for benefits due but not 
yet distributed to members who had ended their participation in the DROP program at September 30, 
Likewise, deductions have been restated to include only DROP amounts actually distributed to 
participants as well as amounts due but not yet distributed. Additions have also been restated to add back 
those that relate to the DROP investment income earned by the DROP account. The cumulative effect of 
the restatement is as follows (amounts in thousands):

Statement of Fiduciary Net Position

Total liabilities, previously reported  $             525,534 
Impact of restatement                (200,182)
Total liabilities, as restated  $             325,352 

Net position restricted for pensions, previously reported  $          1,499,777 
Impact of restatement                 200,182 
Total net position restricted for pensions, as restated  $          1,699,959 

Statement of Changes in Fiduciary Net Position

Total additions, previously reported  $             221,878 
Impact of restatement                   10,431 
Total additions, as restated  $             232,309 

Total deductions, previously reported  $             147,423 
Impact of restatement                  (21,472)
Total deductions, as restated  $             125,951 

 
64



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

NOTE 2. – DEPOSITS AND INVESTMENTS

Pooled Cash

The City, excluding the Pension Trust Funds and restricted cash balances, maintains a cash management 
pool for its cash, cash equivalents, and investments in which each fund and/or account or sub-account of 
a fund participates on a dollar equivalent and daily transaction basis.  Interest income (which includes 
unrealized gains and losses) is distributed monthly to all eligible funds, accounts and/or sub-account, 
based on the available cash balance at month end.  The yield is determined for these eligible funds, based 
on the amount of time they are available for investing.  A cash balance that is needed within a three 
month period will receive the yield on a 3 month treasury bill as determined by the current bond market.  

Deposits

Custodial Credit Risk – This is the risk in the event of a financial institution failure, the City’s deposits 
may not be recoverable.  In addition to insurance provided by the Federal Deposit Insurance 
Corporation, deposits are held in banking institutions approved by the State Treasurer of Florida to hold 
public funds.  The City’s adopted policy is governed by Florida Statutes Chapter 280, Security for Public 
Deposits, which requires all Florida qualified public depositories to deposit with the Treasurer or other 
banking institution eligible collateral. In the event of failure of a qualified public depository, the 
remaining public depositories would be responsible for covering any resulting losses.

Investments

The City Code authorizes the Director of Finance and/or a designee in his/her absence to purchase and 
invest idle funds prudently in US Treasuries and obligations of agencies of the United States – provided 
such are guaranteed by the United States or by the issuing agency; general obligations of states, 
municipalities, school districts, or other political subdivisions; revenue and excise tax bonds of the 
various municipalities of the State of Florida – provided none of such securities have been in default 
within five years prior to date of purchase; negotiable certificates of deposit, bankers acceptance drafts, 
money market investments, the State Board of Administration Investment Pool, and prime commercial 
paper.

The State Board of Administration administers of the Local Government Surplus Funds Trust Fund and 
is governed by Ch. 19-7 of the Florida Administrative Code.  These rules provide guidance and establish 
the general operating procedures for the administration of the Local Government Surplus Funds Trust 
Fund.  Additionally, the State of Florida Office of the Auditor General performs the operational audit of 
the activities and investments of the State Board of Administration. The Local Government Surplus 
Funds Trust Fund is not a registrant with the Securities and Exchange Commission; however, the board 
has adopted operating procedures consistent with the requirements for a 2a-7 fund.  These investments 
are valued using the pooled share price, which is based on amortized cost. The value of the position in 
the external investment pool is the same as the value of the pool shares.
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At September 30, 2014, the pooled cash, cash equivalents and investments including restricted amounts 
of the primary government, exclusive of the Pension Trust Funds and discrete component units, 
consisted of the following: 

Custodial Credit Risk – This is the risk in the event of the failure of the counterparty, the City will not 
be able to recover the value of its investments or collateral securities in the possession of an outside 
party.  The City’s investment policy requires securities be registered in the name of the City.  All 
safekeeping receipts for investment instruments are held in accounts in the City’s name and all securities 
are registered in the City’s name. As required by Florida Statutes, the City has adopted a written 
investment policy, which may, from time to time, be amended by the City Commission.

As of September 30, 2014, $132.8 million of the total balance listed above relates to unspent bond 
proceeds restricted for capital projects. Unspent bond proceeds consisted of the following:

The City also has an additional $16.1 million of cash, cash equivalents, and investments restricted for 
debt service payments.
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Interest Rate Risk – Interest rate risk is the risk that as market rates change, the fair value of an 
investment will adversely vary.   Generally, the longer the maturity of an investment, the greater the 
sensitivity of its fair value to changes in the market interest rates.  

The City’s policy limits the maturity of an investment to a maximum of five years. As of September 30, 
2014, the City had the following investments with the respective weighted average maturity in years. 
The respective weighted average maturities were based on the securities’ maturity date. 

The portfolio’s overall weighted average duration was 2.9 years. The City’s investment policy dictates 
the overall weighted average duration of the City’s portfolio shall be three (3) years or less at the time of 
purchase.  At the time of purchase, the City was in compliance with the investment policy.  As of 
September 30, 2014, the City recorded an unrealized loss of approximately $2.7 million.  

Credit Risk – Credit Risk is the risk that in issuer or other counterparty to an investment will not fulfill 
its obligations.  The City’s investment policy (the Policy), minimizes credit risk by restricting authorized 
investments to the highest ratings of at least one of the nationally recognized statistical rating 
organizations (NRSROs). Commercial paper and bankers acceptances must have the highest letter and 
numerical rating as provided for by at least one NRSRO.  The credit ratings below were consistent 
among the two major rating agencies (Standard & Poor’s and Moody’s). The table that follows 
summarizes the investments by credit rating at September 30, 2014:

Standard & Poor’s         Moody’s
Investment Type     Credit Rating      Credit Rating
Federal National Mortgage Association AA+ Aaa
Federal Home Loan Mortgage Corporation AA+ Aaa
Federal Farm Credit Bank AA+ Aaa
Federal Home Loan Bank AA+ Aaa

Concentration of Credit Risk – The City’s policy establishes limitations on portfolio composition by 
investment type and by issuer to limit its exposure to concentration of credit risk.  The policy provides 
that a maximum of 20 percent of the portfolio may be invested in SEC registered money market funds 
with no more than 10 percent to any single money market fund. A maximum of 100 percent of available 
funds may be invested in the Local Governments Surplus Funds Trust Fund.  A maximum of 100 percent 
of the total portfolio may be invested in U.S. Government securities and federal instruments, with a limit 
of 25 percent invested in any one issuer of federal instruments at the time of purchase. A maximum of 35 
percent of the portfolio may be invested in prime commercial paper with a maximum of 5 percent with 
any one issuer. A maximum of 10 percent of the portfolio may be invested in banker’s acceptances with 
a maximum of 5 percent with any one issuer. 
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As of September 30, 2014, the following issuers held 5 percent or more of the investment portfolio: 

The chart above excludes investments in mutual funds and external investments pools. Although the 
holdings in FHLB and FNMA exceeded the 25% threshold, the City was not out of compliance because 
at the time the investments were purchased, the portfolio was in compliance with the investment policy. 

City of Miami Firefighters and Police Officers Retirement Trust (FIPO) 

FIPO’s investment policy is determined by its Board of Trustees and has engaged outside investment 
professionals to manage the assets of the Trust.  The policy has been identified by the Board as having 
the greatest expected investment return, and the resulting positive impact on asset values, funded status 
and benefits, without exceeding a prudent level of risk.  The Trustees are authorized to acquire and retain 
property, real, personal or mixed and investments specifically including, bonds, debentures and other 
corporate obligations, and stocks, preferred or common. Please refer to Pension Note 10 for additional 
detail regarding FIPO.

The City of Miami Fire Fighters' and Police Officers Retirement Trust has adopted the following asset 
allocation policy as of September 30, 2014.

Asset Class
Target

Allocation
Core Fixed Income 41%
Domestic Equity 28%
International Equity 18%
Real Estate 8%
Private Equity 5%

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. The investment policy does not limit 
investments to certain maturities.
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Information about the sensitivity of fair values of the Plan’s investments to market interest rate 
fluctuations is provided by the following table that shows the distribution of the Plan’s investments by 
maturity at September 30, 2014:

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 controls this risk by limiting investments in certain types of securities.   

The following table discloses credit ratings, at September 30, 2014: 

*Obligations of the U.S. government or obligations explicitly or implicitly guaranteed by the U.S. 
government are not considered to have credit risk and do not have purchase limitations.
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Custodial Credit Risk – This 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 that are in the possession of an outside party. 
Consistent with the Plan’s investment policy, the investments are held by the Plan’s custodial bank and 
registered in the Plan’s name. 

Concentration of Credit Risk – The investment policy of the Trust contains limitations on the amount 
that can be invested in any one issuer as well as maximum portfolio allocation percentages.  There were 
no individual investments that represent 5 percent or more of FIPO’s fiduciary net position at September 
30, 2014.

Currency Risk – Foreign currency risk is the risk that changes in exchange rates will adversely affect 
the fair value of the investment or a deposit. Each investment manager, through the purchase of units in a 
commingled investment trust fund or international equity mutual fund, establishes investments in 
international equities. 

FIPO has an indirect exposure to foreign currency fluctuation as follows:

Securities Lending Transactions – A retirement system is authorized by state statutes and board of 
trustees’ policies to lend its investment securities.  The lending is managed by the Trust’s custodial bank. 
All loans can be terminated on demand by either the Trust or the borrowers, although the average term of 
loans is approximately 199 and 154 days respectively, as of September 30, 2014.  The custodial bank 
and its affiliates are prohibited from borrowing the Trust’s securities.
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The agent lends the Trust’s U.S. government and agency securities and domestic corporate fixed-income 
and equity securities for securities or cash collateral of 102 percent and international securities of 105 
percent of the market value of the securities plus any accrued interest.  The securities lending contracts 
do not allow the Trust to pledge or sell any collateral securities unless the borrower defaults.  Cash 
collateral is invested in the agent’s collateral investment pool, whose share values are based on the 
amortized cost of the pool’s investments. Investments are restricted to issuers with a credit rating A3 or 
A- or higher by Moody’s or Standard & Poor’s. At year-end, the pool has a weighted average term to 
maturity of 45 and 38 days, respectively. The relationship between the maturities of the investment pool 
and the Trust’s loans is affected by the maturities of the securities’ loans made by other entities that use 
the agent’s pool, which the Trust cannot determine.  There are policy restrictions by the custodial bank 
that limits the amount of securities that can be lent at one time or to one borrower.

The following represents the balances relating to securities lending transactions at September 30, 2014:

The contract with the Trust’s custodian requires the custodian to indemnify the Trust if the borrower fails 
to return the securities, due to the insolvency of a borrower, and the custodian has failed to live up to its 
contractual responsibilities relating to the lending of those securities.  At year-end, the Trust has no 
credit risk exposure to borrowers because the amounts of collateral held by the Trust exceed the amounts 
the borrowers owe the Trust. There are no significant violations of legal or contractual provisions, no 
borrowers or lending agent default losses, and no recoveries of prior period losses during the year. There 
is no income distributions owing on securities lent.  
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The following table details FIPO investments as of September 30, 2014:

Investments are recorded at fair value.  Fair values of investments are determined as follows:  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 cost which approximates market; mortgages are valued based on 
current market yield.  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.  Securities which are not 
traded on a national security exchange are valued by the respective fund manager or other third parties 
based on similar sales.

Alternative investments which include private equity, private debt, venture capital and equity real estate 
investments where no readily ascertainable market value exists, management, in consultation with the 
general partner and investment advisors, has determined the fair values for the individual investments 
based upon the partnership’s most recent available financial information, Net Asset Value, adjusted for 
cash flow activities through September 30, 2014.
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GESE Pension Trust Funds

Investments for the City of Miami Employees and Sanitation Employees Retirement Trust (GESE Trust) 
and the City of Miami General Employees and Sanitation Employees Retirement Trust Staff Pension 
Plan (Staff Trust), as of September 30, 2014, is as follows:

GESE Trust
The investment policy, approved by the Board of Trustees for the GESE Trust, stipulates the permissible 
investments and the allowable long-range asset allocation, measured at market value at the end of each 
quarter. The investment objectives are to achieve rates of return that equal or exceed actuarial interest 
assumption rate, and performance results that rank in the top half of the investment consultants universal 
database, over a rolling three-year period, without undue risk. Compliance with the investment policy is 
monitored by the GESE Trust’s investment consultant. The Board of Trustees for the GESE Trust has 
engaged outside investment professionals to manage the assets of the Trust.  The Trusts are potentially 
exposed to various types of investment risk including credit risk, custodial credit risk, concentration of 
credit risk, interest rate risk, and foreign currency risk. Please refer to Pension Note 10 for additional 
detail regarding GESE.

The GESE Trust has adopted the following asset allocation policy as of September 30, 2014.

Asset Class Target Allocation
U.S Large Cap Equity 42%
U.S Small Cap Equity 10%
International Equity 13%
U.S Fixed Income 29%
Real Estate 5%
Cash and Other 1%
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Interest Rate Risk – The GESE Trust limits the maturities of investments to control this risk.  The 
GESE Trust investment policy requires that the average maturity of the fixed-income asset class be 
targeted within a range of three to ten years. In addition, each manager is expected to keep its maturity at 
+/- one year of the benchmark duration. The GESE Trust utilizes duration to manage its risk to changes 
in interest rates.

The following represents investment value and weighted average maturity of the GESE investments at 
September 30, 2014:

Credit Risk – The GESE Trust utilizes portfolio diversification in order to limit this risk as well as 
limiting investments to the highest rated securities as rated by nationally recognized rating agencies.   
The GESE Trust’s Investment Policy limits credit risk by requiring fixed-income securities to be rated 
by Moody’s as a Baa3/BBB- or better. However, a maximum of 5 percent of each manager’s portfolio 
may be invested in high yield securities rated by Moody’s/S&P as Caa/CCC or better.
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At September 30, 2014, the following table displays Moody’s ratings and the fair value of GESE’s fixed-
income portfolio investments:

Custodial Credit Risk – The GESE Trust utilizes an independent custodial safekeeping agent for its 
investment activity.  Custodial credit risk is limited since its investments are held in independent 
custodial safekeeping accounts, external investment pools, and/or open end mutual funds (SSgA 
Government STIF) and registered in the Plan’s name. All cash in each money manager’s portfolio is 
swept into this STIF account on a daily basis. 

Concentration of Credit Risk – The GESE Trust utilizes limitations on securities of a single issuer or 
industry to manage this risk.  The GESE Trust investment policy requires that corporate bond issues 
must be diversified by industry and in number so that no investment in the securities of a single issue 
shall exceed 7 percent (at market) of the value of the portfolio. Single industry weightings will be a 
maximum of 25 percent, except U.S. government and agency securities.  Investments issued or explicitly 
guaranteed by the U.S. Government and investments in mutual funds, external investment pools and 
other pooled investments are not subject to concentration of credit risk. At September 30, 2014, the 
GESE Trust did not have any corporate bond investments with issuers greater than 5 percent.

Foreign Currency Risk – The GESE Trust Investment policy allows a maximum of 10 percent of each 
manager’s portfolio to be invested in aggregate to Yankee bonds, foreign credits, Eurodollar bonds, and 
Rule 144A securities.

Staff Trust
The investment policy for the Staff Trust was determined by the Board of Trustees and is monitored by 
the Staff Trust’s investment consultant. The policy stipulates the permissible investments, and the 
allowable long-range asset allocation, measured at market value, at the end of each quarter. The 
investment objectives are to achieve rates of return that equal or exceed actuarial interest assumption 
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rate, and performance results that rank in the top half of the investment consultants universe database, 
over a rolling three-year period, without undue risk.  The Board of Trustees has engaged outside 
investment professionals to manage the assets for the Staff Trust. 

The Staff Trust has adopted the following asset allocation policy as of September 30, 2014.

Asset Class Target Allocation
U.S Large Cap Equity 42%
U.S Small Cap Equity 10%
International Equity 13%
U.S Fixed Income 35%
Cash and Other 1%

Interest Rate Risk – The Staff Trust limits the maturities of investments to control this risk.  The Staff 
Trust investment policy requires that the average duration of the fixed-income asset class be targeted 
within a range of three to ten years. In addition, the manager is expected to keep its duration at +/- one 
year of the benchmark duration.  The effective duration of held passive mutual funds is 4.96 years.

Credit Risk – The Staff Plan utilizes portfolio diversification in order to limit this risk as well as 
limiting investments to the highest rated securities as rated by nationally recognized rating agencies.  The 
Staff Plan Investment Policy limits credit risk by requiring all fixed income securities to be rated by 
Moody’s/S&P as a Baa3/BBB- or better.  

The Board of Trustees for the GESE Trust has elected to hire outside investment professionals to manage 
the assets for the Staff Pension Plan.  As of September 30, 2014, the fixed income assets of the Staff 
Trust were invested in a mutual fund managed passively by Vanguard.

The value of the fixed income portfolio was approximately $924,000.  Vanguard manages the assets in 
accordance with the investment policy statement approved by the trustees.

The table below summarizes Staff Trust investments by credit rating at September 30, 2014: 
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Custodial Credit Risk – This 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. The Staff Trust utilizes an independent custodial safekeeping agent for its investment 
activity.  Custodial credit risk is limited since its investments are held in independent custodial 
safekeeping accounts, external investment pools, and/or open-end mutual funds and registered in the 
plans name.  All cash in each money manager’s portfolio is swept into a money market mutual fund on a 
daily basis. 

Concentration of Credit Risk – The Staff Trust utilizes limitations on securities of a single issuer or 
industry to manage this risk.  Investments issued or explicitly guaranteed by the U.S. government and 
investments in mutual funds, external investment pools and other pooled investments are excluded from 
this requirement. The Staff Trust investment policy requires that corporate bond issues must be 
diversified by industry and in number so that no investment in the securities of a single issue shall 
exceed 20 percent (at market) of the value of the portfolio. Single industry weightings will be a 
maximum of 20 percent, except U.S. government and agency securities. As of September 30, 2014, the 
Staff Trust did not have any positions with issuers greater than 5 percent. 

Foreign Currency Risk – The Staff Trust Investment policy prohibits investments in foreign currency 
denominated securities and is therefore not exposed to foreign currency risk.

Elected Officer’s Retirement Trust (EORT)

At September 30, 2014, the investments of EORT are as follows:

The EORT has adopted the following asset allocation policy as of September 30, 2014.

Asset Class
Target

Allocation
U.S Fixed Income 87%
Cash 13%

Interest Rate Risk – Interest rate risk is the risk that as market rate changes the fair value of an 
investment will vary. Generally, the longer the maturity of an investment, the greater the sensitivity of its 
fair value to changes in the market interest rate.  The City’s investment policy limits the maturity of an 
investment to a maximum of 5 years. As of September 30, 2014, EORT had the following investments 
with the respective weighted average maturity in years. 
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The respective weighted average maturities were based on the securities call date, not the maturity date. 

The investments at September 30, 2014 are in compliance with the City’s investment policy. 

Credit Risk – The Plan’s investment policy minimizes credit risk by restricting authorized investments 
to the highest ratings of at least one of the nationally recognized statistical rating organizations 
(NRSROs). Investments in the State Board of Administration, The Local Government Surplus Funds 
Trust Fund, do not have a rating from the NRSRO. Commercial paper and bankers acceptances must 
have the highest letter and numerical rating as provided for by at least one NRSRO.  At September 30, 
2014, all of the Plan’s investments were held in Government Agencies and Money Market Funds. 
Money Market Funds are authorized by the City’s investment policy, but are not rated by the major 
rating agencies. 

Custodial Credit Risk – This 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. The EORT Plan utilizes an independent custodial safekeeping agent for its investment 
activity.  Custodial credit risk is limited since its investments are held in independent custodial 
safekeeping accounts, external investment pools, and/or open-end mutual funds.  All cash in each money 
manager’s portfolio is swept into a money market mutual fund on a daily basis.  All investments are held 
by the plans custodial bank and registered in the City’s name.

Concentration of Credit Risk – The Plan’s policy establishes limitations on portfolio composition by 
investment type and by issuer to limit its exposure to concentration of credit risk.  The policy provides 
that a maximum of 20 percent of the portfolio may be invested in SEC registered money market funds 
with no more than 10 percent to any single money market fund. A maximum of 100 percent of available 
funds may be invested in the Local Governments Surplus Funds Trust Fund.  A maximum of 100 percent 
of the total portfolio may be invested in U.S. Government securities and federal instruments, with a limit 
of 25 percent invested in any one issuer of federal instruments. A maximum of 35 percent of the 
portfolio may be invested in prime commercial paper with a maximum of 5 percent with any one issuer. 
A maximum of 10 percent of the portfolio may be invested in banker’s acceptances with a maximum of 
5 percent with any one issuer.  At September 30, 2014, the EORT Trust did not have any positions with 
issuers greater than 5 percent.

 
78



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

NOTE 3. – RECEIVABLES

Receivables at year-end for the City in individual major and non-major funds in the aggregate, including 
the applicable allowance for uncollectible accounts are as follows:

On November 17, 2011, the City, the “County, and the U.S. Department of Housing and Urban 
Development (“HUD”) amended (the “First HUD Loan Amendment”) their earlier May 13, 2001 
Assumption of Loan Guarantee Assistance Liability and Pledge Agreement (“HUD Loan Assumption 
Agreement”) in order to refinance the Parrot Jungle Project (“Project”) HUD Section 108 Loan 
originally evidenced by an earlier note in the original principal amount of $25 million (the “Old Note”) 
under a new note at a lesser interest rate for the then currently outstanding principal amount of $15.6 
million (the “New Note”). The refinancing under the New Note remained in accordance with the pro-rata 
payment obligations under a continuing Participation Agreement for the Parrot Jungle Project HUD 
Section 108 Loan whereby the City’s pro-rata payment obligations remain 80 percent and the County’s 
pro-rata payment obligations remain 20 percent. 

The City and the County have multiple continuing agreements, which have been amended over time with 
Parrot Jungle and Gardens of Watson Island, Inc. and its various related entities (now known collectively 
as “Jungle Island”), regarding, inter alia, (1) the borrowing by Jungle Island of the Parrot Jungle Project 
HUD Section 108 Loan proceeds from the County and the City, (2) the leasing by Jungle Island of City-
owned property for the construction of the Project, (3) City and County payments to HUD for the Parrot 
Jungle Project HUD Section 108 Loan due to Jungle Island’s inability to pay during construction and 
start-up of the Project, and (4) another loan from the City to Jungle Island of $800,000 for the payment 
of ad valorem taxes on the Jungle Island property to the County. At this time, Parrot Jungle’s payment 
obligations to the City are as follows:

Parrot Jungle Project HUD Section 108 Loan Deferred Payments will begin August 1, 2019 to 1.
repay the City’s approximately $13.8 million.  The City has recorded an allowance for the full 
amount of this receivable.  

Regular Lease Rent Payments began April 1, 2013 whereby Jungle Island will pay the rent 2.
based upon a “Gross Revenues” monthly calculation; 

Deferred Lease Rent Payments due from Jungle Island to the City based upon a minimum 3.
rent/percentage rent calculation formula.  The deferred rent amounts to $1.6 million and any 
percentage rent due. Jungle Island shall pay to the City the deferred rent on or before December 
31, 2020. Given the uncertainty of the collections related to this amount, it is not recognized in 
the City’s financial statements. 
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Single-Family Homeownership and Rehabilitation Programs

Single-family home rehabilitation and homeownership programs funded under the Community 
Development Block Grant (CDBG), HOME Investment Partnership Loan Program (HOME), American 
Dream Down Payment Initiative (ADDI), State Housing Initiative Partnership Program (SHIP) and 
Affordable Housing Trust Fund, generally are repaid when the related properties are transferred or sold. 
If the property is transferred or sold before the end of the “loan” period, the proceeds from the repayment 
including interest, if any, are then returned to the program to assist additional low-income families. If the 
homeowners remain in their homes for the full term of the deferred loan, the loan is “forgiven” and 
becomes a grant. A mortgage or a covenant is placed against the property to ensure the repayment of the 
loan and interest. Given the nature of these “loans”, collection is not assured, consequently they are not 
recognized in the City’s financial statements.

A summary of single-family, deferred long-term loans that are not recognized in the City’s financial 
statements, as of September 30, 2014 are as follows:

Home Ownership and Rental Multi-Family Loans

As of September 30, 2014, there are 83 projects aggregating to $59.9 million for new construction or 
rehabilitation of multi-family units, which under the terms of the loan agreement are to be repaid if 
program conditions are not met. Home ownership loans are usually “forgiven” to the developer and 
transferred to the home buyer. The home buyer loans are usually amortizable or deferred during the life 
of the affordability period. Such loans will be forgiven and become grants if the homeowners remain in 
their homes during the full term of the loan. Given the nature of these “loans”, collections are not 
assured, consequently they are not recognized in the City’s financial statements.
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Economic Development Commercial Loans

As of September 30, 2014, there are 16 loans aggregating to $7.5 million for special economic 
development projects under the CDBG program. Those projects are collateralized by placing a mortgage 
against the property of the business or non-profit entity’s assets to ensure repayment of the loan and 
interest to the City. Some of these “loans” are written with no interest payment or deferred payments and 
are “forgivable”, if all program conditions are met. Given the nature of these “loans”, collection is not 
assured, consequently they are not recognized in the City’s financial statements.

NOTE 4. – PROPERTY TAXES

Property taxes are assessed according to the value determined by the Miami-Dade County Property 
Appraiser on January 1st of each year and are due, with discounts of one to four percent allowed if paid 
prior to March 1st of the following calendar year. In accordance with Florida Statute 197.122, taxes 
become an enforceable lien on the assessed property at this time. Taxes are levied after the millage rate 
is certified in September of each year. Taxpayers also have the option of paying their taxes in advance in 
equal quarterly payments based on the prior year's tax assessment with quarterly discounts varying 
between 2 percent and 4 percent. All unpaid taxes on real and personal property become delinquent on 
April 1st and bear interest at 18 percent until a tax sale certificate is sold at auction. The County bills and 
collects all property taxes for the City, and sells tax certificates for delinquent taxes. 

The assessed value of property, as established by the Miami-Dade County Property Appraiser, at January 
1, 2013, upon which the 2013-2014 levy was based, was $35.3 billion. The City is permitted by Article 
7, Section 8 of the Florida Constitution to levy taxes up to ten dollars per $1,000 of assessed valuation 
for general governmental services other than the payment of principal and interest on general obligation 
long-term debt. In addition, unlimited amounts may be levied for the payment of principal and interest 
on general obligation long-term debt, subject to a limitation on the amount of debt outstanding. The tax 
rate to finance general governmental services (other than the payment of principal and interest on general 
obligation long-term debt) for the year ended September 30, 2014, was $7.6465 per $1,000. The debt 
service tax rate for the same period was $0.7385 per $1,000. 

Property taxes receivable reported in the government-wide statement of net position and the 
governmental funds balance sheet represent amounts due for unpaid delinquent property taxes at 
September 30, 2014.  Property taxes that are not considered “available” have been reported as deferred 
inflows in the governmental funds Balance Sheet.
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NOTE 5. – CAPITAL ASSETS

The following is a summary of changes in capital assets during the year ended September 30, 2014:

Depreciation expense was charged to governmental functions as follows:

Construction Commitments

As of September 30, 2014, the City had in progress various construction projects that were not 
completed with remaining balances totaling approximately $31 million.  Funding of these projects is to 
be made primarily through the proceeds of the related bond issues, loans, and future tax revenues and 
grants. 
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Discretely Presented Component Units Capital Assets

The following is a summary of changes in capital assets of the City’s component units during the year 
ended September 30, 2014:

MSEA, CIP, and WBID did not have any capital asset balances at September 30, 2014.

A summary of the changes in capital assets for Department of Off-Street Parking (DOSP) is as follows:

A summary of the changes in capital assets for Downtown Development Authority (DDA) is as follows:
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A summary of changes in capital assets for Bayfront Park Management Trust (BFP) is as follows:

A summary of changes in capital assets for Coconut Grove Business Improvement District (CGBID) is 
as follows:
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Summary of the discretely presented component units capital assets at September 30, 2014 are as 
follows:

Depreciation expenses were charged to the discretely presented component units as follows:
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NOTE 6.  – ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities reported in the governmental funds balance sheet at September 
30, 2014 consisted of the following: 

NOTE 7.  – INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 

The balances reflected as due from/due to other funds reported as of September 30, 2014 are as follows:   

These outstanding balances between funds result mainly from the time lag between the dates that (a) 
interfund goods and services are provided or reimbursable expenditures occur, (b) transactions are 
recorded in the accounting system, and (c) payments between funds are made.

The following is a summary of interfund transfers reported for the year ended September 30, 2014:
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Transfers are used to (a) move revenues from the fund that statute or budget requires to collect them to 
the fund that statute or budget requires to expend them, (b) move receipts restricted for debt service from 
the funds collecting the receipts to the debt service fund as debt service payments become due, and (c) 
move unrestricted revenues collected in the general and public services tax funds to finance various 
programs accounted for in other funds in accordance with budgetary authorizations.

During the fiscal year, transfers from the General fund to other departments totaled $57.6 million. This 
total was comprised of transfers of $21.5 million for debt service payments, $11.8 million to different 
capital projects funds to fund the projects originally funded by unspent Sunshine State Loans, $3.1 
million for police vehicle and fleet replacement, $1.9 million for the renovation of the Melreese Golf 
Course and $1 million for the purchase of 4 fire rescue vehicles and other transfers totaling $18.3 
million.

Transfers into the Special Obligation Bond Fund for the payment of debt service includes funds from the 
Public Service Tax, Local Option Fuel Tax, Transportation Surtax, Parking Surcharge and James L. 
Knight Convention Center revenue. 

As part of the compliance with the City’s continuing covenants under the Bond Resolution and the Tax 
Compliance Certificate, the City was required to fully expend outstanding proceeds balances by 
February 1, 2014. To remain in compliance, the City performed the following transfers of funding which 
was opined on by Bond Counsel: 

The City reallocated $11,765,941 of the remaining original issue unspent proceeds of the Sunshine 1.
State Loans that were in the Capital Funds to the Debt Service Funds to cover debt service 
payments previously made for fiscal years 2012, 2013, and 2014; 

The City then sent back from the Debt Service Funds the $11,765,941 originally provided by the 2.
General Fund for debt service interest payments on the Series 2011-A Bonds for fiscal years 
2012, 2013, and 2014; 

The City allocated the remaining original issue proceeds of the 2007, 2008, and 2009 Sunshine 3.
State Loans in the amount of $1,196,845 inclusive of all earned interest earned thereon through 
February 1, 2015,  to pay the City’s interest payment  on the Series 2011-A Bonds due on 
February 1, 2015; and 

The City allocated the General Fund funding of  $11,765,941 previously budgeted to make the 4.
required debt service interest payments by a separate resolution to amend, re-budget, reprogram, 
and re-appropriate such previous General Funds to the Capital Projects Appropriations of the 
City’s Multi-Year Capital Plan.
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NOTE 8.  – LONG-TERM OBLIGATIONS

Changes in Long-Term Obligations 

The following is a summary of changes in long-term obligations reported for the year ended September 
30, 2014: 

Claims payables, compensated absences, the net pension obligations, and other post-employment 
obligations are generally liquidated by the General Fund.

Claims payable balance of $209.1 million includes an accrual of $10.6 million for pollution remediation 
obligations, which are obligations to address the current or potential detrimental effects of existing 
pollution and $3.2 million for potential legal claims.  The claims payables reported for the City’s self-
insurance is discussed in Note 9 and material legal contingencies are discussed in Note 12.
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Bonds, Loans and Leases Outstanding – The following presents the City’s bonds, loan and lease 
outstanding at September 30, 2014:
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Annual Debt Service Requirements to Maturity

The annual debt service requirements for all bonds, loans, and leases outstanding, as of September 30, 
2014 are as follows: 

Bond Refunding

During the 2014 fiscal year, the City refunded the Special Revenue Refunding Bonds 2002-A and 
Special Revenue Refunding Bonds 2002-C with the Special Obligation Non-Ad-Valorem Refunding 
Bond Series 2014. The remaining aggregate debt service of the refunded bonds was approximately $26 
million while the aggregate debt service of the refunding bonds is approximately $21.3 million. The 
economic gain of the refunding was approximately $1.2 million.  

Synopsis of Bond Covenants 

Debt service for general obligation bonds is provided for by a tax levy on non-exempt property value. 
The total general obligation debt outstanding is limited by the City Charter to 15 percent of the assessed 
non-exempt property value. At September 30, 2014, the statutory limitation of assessed non-exempt 
property value for the City amounted to $5 billion providing a debt margin of $4.8 billion after 
consideration of $217.4 million of general obligation bonds outstanding at September 30, 2014 and 
adjusted for the fund balance of $3.1 million in the related Debt Service Fund. 

Special Obligation debt of the City for which no revenue is pledged is collateralized by covenants to 
budget and appropriate non-ad valorem revenues, and tax increment revenue in accordance with their 
bond indentures.  The bond indentures require that sufficient funds be available in the sinking fund to 
meet the annual debt service requirements.  At September 30, 2014, the City had approximately $29.2 
million available in the sinking fund to meet this requirement.  Principal and interest to be paid in 
subsequent years totals $358.9 million on all other Special Obligation debt of the City.

 
90



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

Pledged Revenue

The City pledged future revenue proceeds of (i) 80 percent Transportation Taxes, (ii) 100 percent new 
Local Option Gas Taxes, and (iii) 20 percent of the City’s Parking Surcharge to repay $80 million in 
Special Obligation Revenue Bonds, Series 2007 and $65 million Special Obligation Revenue Bonds, 
Series 2009.  The proceeds from the bonds were used for the improvement of streets, sidewalks and 
drainage within the City.  Those bonds are payable solely from the pledged revenues listed above 
through January 1, 2039.   Principal and interest paid for the current year were $5.2 million and $4.3 
million respectively.  The current year revenues were (i) $15.3 million (ii) $6.8 million and (iii) $19 
million respectively.  Principal and interest to be paid in subsequent years totals $120.2 million on the 
Series 2007 bonds and $117.5 million on the Series 2009 bonds.

The City further pledged future revenue proceeds of (i) 100 percent Convention Development Taxes, (ii) 
Parking Revenues in connection with MLB Home Games at the Miami Marlins Baseball Stadium, and 
(iii) Parking Surcharge revenues on the Parking Revenues to repay $84.5 million Tax-Exempt Special 
Obligation Parking Revenue Bonds, Series 2010A and $16.8 million Taxable Special Obligation Parking 
Revenue Bonds, Series 2010B.  The proceeds from the bonds were used for the construction of the 
parking facilities for the Miami Marlins Baseball Stadium. The bonds are payable solely from the 
pledged revenues listed above through July 1, 2039.  Debt service payments began on January 1, 2012.  
Principal and interest to be paid in subsequent years totals $172.7 million on the Series 2010A bonds and 
$28.8 million on the Series 2010B bonds. Principle payments will commence in fiscal year 2016. The 
total pledge revenue collected during the year was $7.9 million and total interest payments during the 
year were $5.6 million.

Escrow Agreement 

On March 17, 1997, an agreement was entered into by and among an Escrow Agent, the Oversight 
Board, acting through its committee (Fiscal Sufficiency Advisory Board), and the City.  The agreement 
directs the Escrow Agent to establish two escrow accounts, and maintain appropriate balances to ensure 
the timely payment of debt service on certain outstanding bonds issued prior to 1997 and other debt 
obligations with no third party trustee.

The City agreed that certain ad valorem tax revenues received will be deposited each month into the 
escrow account in an amount specified by the underlying agreement.  If the ad valorem taxes received in 
any month are inadequate to make the required deposit, the City must use other sources of funds to 
supplement the required deposits.  The City also made deposits of $12.7 million with the Escrow Agent 
during fiscal year 2014 to cover its debt service requirements on outstanding bonds and other debt 
obligations.  The City has agreed to deposit revenues each month in amounts specified in the underlying 
agreement.
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Discretely Presented Component Units Long-Term Debt

Department of Off-Street Parking (DOSP) 

The changes in DOSP’s long-term debt for 2014 are as follows:

The City has issued fixed rate revenue bonds on behalf of DOSP.   The principal and interest of the 
revenue bonds are payable solely from the revenues of the parking facilities and, accordingly, are 
included in the accounts of the DOSP. The DOSP, on July 21, 2005, entered into a loan agreement with 
the City of Miami.  The loan was obtained through CDBG program funds up to a maximum of $3 
million to be used for the construction of a parking garage facility.  Funds are disbursed on a 
reimbursement basis.  The loan bears no interest and is payable in 40 semi-annual installments of 
$75,000 which started December 1, 2005.  As of September 30, 2014, DOSP has drawn $3 million of 
this loan.  The outstanding balance as of September 30, 2014 is $1.7 million.

The following summarizes the debt service to maturity of outstanding DOSP debt at September 30, 
2014:
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NOTE 9. – SELF-INSURANCE 

A. Risk Management 

Section 768.28, Florida Statute, provides for waiver of sovereign immunity in tort actions or claims 
against the state and its agencies and subdivisions.  The presents statutory limit of recovery in the absence 
of special relief granted by the Florida legislature is $200,000 per person and $300,000 per incident. 
Under the protection of this sovereign immunity limit, Florida Statutes 768.28 and Chapter 440, Florida 
Statutes covering Workers’ Compensation, the City has established a self-insured program to provide 
coverage for almost all areas of liability including Workers’ Compensation, General Liability, 
Automotive Liability, Police Professional Liability, Public Officials’ Liability, and Employment Practices 
Liability. The City also purchases excess insurance coverage to limit catastrophic losses associated with 
its liability exposures.  The excess liability insurance program provides for $20 million in combined 
limits.  The excess insurance program currently has a self-insured retention of $750,000 per occurrence 
for Workers’ Compensation, and $500,000 for all other liability coverage.  The City also purchases 
dedicated commercial general liability policies for the Grapeland Waterpark, Bayfront Park, and the 
various marinas that it operates.  These policies typically carry a $1 million limit per occurrence and on 
an aggregate basis, with a $1,000 deductible.

The City’s master property insurance program provides for a total of $100 million in insurance limits for 
the City’s $497 million property values.  Included in this amount is $35 million for named windstorm and 
flood coverage.  With the exception of earthquake, flood and named windstorm, the All-Other-Perils 
deductible is $50,000 per occurrence.  In regard to the named windstorm, flood, and earthquake 
exposures, the deductible is 5 percent of the value of the affected location subject to a minimum of 
$250,000 for any one occurrence. 

The City also maintains separate property insurance programs for the James L. Knight Center and the 
Marlins Stadium parking garages.  The James L. Knight Center property program provides $46.4 million 
in limits for all perils including windstorm and flood. The James L. Knight Center property program has a 
$50,000 all other perils deductible, and a deductible of 5 percent of total insured values at time of loss, 
with a $1 million minimum for named windstorm and flood perils. The Marlins Stadium parking garage 
program provides for $25 million in total limits for windstorm and flood, and for $81.2 million for all 
other perils.  The Marlins Stadium parking garage program has a $25,000 all other perils deductible, and a 
deductible of 5 percent of total insured values at time of loss, with a $100,000 minimum per location for 
named windstorm and flood perils. 

The payment of losses within the self-insured retention level are made from the General Fund.  Claims 
are being predominantly adjusted by a third party administrator.  Claims expenditures and liabilities are 
reported when it is probable that a loss has occurred and the amount of that loss can be reasonably 
estimated based on an independent actuarial valuation.  The budgeting process utilizes information 
developed in the previous year’s actuarial report in addition to historical information and present/specific 
knowledge on the status of claims and litigations.

The City provides group health benefits for its active employees, retirees, and their dependents through a 
fully self-funded health insurance program.  The City is currently contributing approximately 87 percent 
while the employees are contributing 13 percent of the insurance premium.  The City is currently 
contributing approximately 8 percent of the premium cost for non-Medicare eligible retirees and 
approximately 38 percent for Medicare eligible retirees. To limit catastrophic losses, the City is currently 
purchasing specific stop loss coverage for claims in excess of $250,000.  
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At September 30, 2014, the total estimated liability is discounted at an interest rate of 0.8 percent and 
recorded in the government-wide financial statements.  Changes in the claims liability amount in 2013 
and 2014 were as follows:
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NOTE 10. – PENSIONS

The City sponsors separate single-employer, defined benefit pension plans under the administration and 
management of separate Boards of Trustees: the City of Miami Fire Fighters and Police Officers 
Retirement Trust (“FIPO”), the City of Miami General Employees and Sanitation Employees Retirement 
Trust (“GESE”) and Other Managed Trusts, and the City of Miami Elected Officers’ Retirement Trust (
“EORT”). Thereafter the “Plans”.

Basis of Accounting.  The financial statements for the Plans are prepared using the accrual basis of 
accounting.  All Plans are reported as pension trust funds in the City's financial statements.  Plan member 
contributions are recognized in the period which the contributions are due.  Employer contributions are 
recognized when due and the employer has made a formal commitment to provide the contributions.  
Benefits and refunds are recognized when due and payable in accordance with the terms of the Plans.

Method Used to Value Investments.  Investments of the Plans are recorded at fair market value.  Securities 
traded on a national 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.  Commercial paper, time deposits, and short-
term investment pools are valued at fair value and mortgages are valued based on current market yield 
which approximate fair value.  Net appreciation (depreciation) in fair value of investments includes 
realized and unrealized gains and losses.  Interest and dividends are reported as investment earnings.  
Realized gains and losses on the sale of investments are based on average cost.

Alternative investments which include private equity, private debt, venture capital and equity real estate 
investments where no readily ascertainable market value exists, management, in consultation with the 
general partner and investment advisors, has determined the fair values for the individual investments 
based upon the partnership’s most recent available financial information, Net Asset Value, adjusted for 
cash flow activities through September 30, 2014

FIREFIGHTERS’ AND POLICE OFFICERS’ RETIREMENT TRUST (FIPO)

The audited financial statements for the plan can be obtained from the FIPO Trust Fund, 1895 SW 3rd

Avenue, Miami Florida, 33129.

Plan Description
FIPO is a single-employer, defined benefit plan established by the City pursuant to the provisions and 
requirements of Ordinance No. 10002 as amended.  Participants are contributing police officers and fire 
fighters with full-time employment status in the Police or Fire Department of the City.
As of October 1, 2013, membership in the FIPO consisted of 2,260 retirees and beneficiaries receiving 
benefits and terminated members entitled to benefits but not yet receiving them; current members equaled 
1,482.
Pension Benefits

Members may elect to retire after 10 or more years of creditable service upon attainment of normal 
retirement age. Normal retirement pursuant to Section 40-203 of the City of Miami code shall be 
determined as follows:

Plan A - For members employed on September 30, 2010, who as of that date have attained age 50 with 
ten or more years of creditable service or eligibility for rule of 64 retirement for police officer members, 
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or eligibility for rule of 68 for firefighter members, the normal retirement age shall be 50 years of age 
with ten or more years of creditable service, or rule of 64 retirement for police officer members, or rule 
of 68 for firefighter members.
Plan B - For members employed on September 30, 2010 who as of that date have not attained age 50 
with ten or more years of creditable service, or rule of 64 retirement for police officer members, or rule 
of 68 retirement for firefighter members, and member hired on or after October 1, 2010 shall have to 
meet the be rule of 70 for retirement with a minimum age of 50 and ten or more years of creditable 
service.

Rule of 64, 68 and 70 is a computation consisting of the sum of a member’s age and length of creditable 
service, which sum shall permit normal service retirement upon the member’s combined age and 
creditable service equaling at least 64, 68 and 70, respectively.
A member entitled to a normal retirement benefit shall receive a retirement allowance equal to 3 percent 
of the member’s average final compensation (as defined in City Code section 40-191), multiplied by 
years of creditable service for the first 15 years of such creditable service, plus a retirement allowance 
equal to 3 percent (3 ½ percent for members who retired prior to October 1, 2010) of member’s average 
final compensation multiplied by the years of creditable service in excess of 15 years, paid in monthly 
installments.
The maximum benefit for members who retire after September 30, 2010 is 100 percent of average final 
compensation or $100,000 per year, whichever is less, as of retirement or DROP entry date. Early 
retirement, disability, death and other benefits are also provided. 
Cost of Living Adjustment
Effective January 1, 1994, the FIPO Trust entered into an agreement with the City with regards to the 
funding methods, employee benefits, employee contributions and retiree cost of living adjustment (
“COLA”).  Pursuant to the agreement, members no longer contribute to the original COLA account (
“COLA I”) and a new COLA account (“COLA II”) was established.  The agreement included the 
following: (a) the funding method was changed to an aggregate cost method; (b) all accounts were 
combined for investment purposes (membership and benefits, COLA I, and COLA II); (c) retirees receive 
additional COLA benefits; and (d) active members no longer contribute 2 percent if pretax earnings to 
fund the original retiree COLA I account.
The COLA II account is funded annually by a percentage of the excess investment return from the COLA 
I account assets. The excess earnings contributed to the COLA II account are used to fund a minimum 
annual payment of $2.5 million, increasing by 4 percent compounded annually.  To the extent necessary, 
the City will fund the portion of the minimum annual payment not funded by the annual excess earnings 
no later than January 1 of the following year. During the years ended September 30, 2014 and 2013, 
approximately $5.5 million and $5.3 million, respectively, was funded by the City. Benefits payable from 
the COLA accounts are computed in accordance with an actuarially based formula as defined in Section 
40.204 of the City of Miami Code.

Deferred Retirement Option Plan (DROP)

Members who are eligible for service retirement or Rule of 64 Retirement after September 1998 may elect 
to enter the deferred retirement option plan (the “DROP”).  Upon election of participation, a member's 
creditable service, accrued benefits, and compensation calculation are frozen and the DROP payment is 
based on the member's average final compensation.  The member's contribution and the City contribution 
to the retirement plan for that member ceases as no further service credit is earned.  The member does not 
acquire additional pension credit for the purposes of the pension plan, but may continue City employment 
for a maximum of 36 months prior to October 1, 2001.  Effective October 1, 2001, maximum 
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participation in the DROP for firefighters shall be 48 full months and for police officers who elect the 
DROP on October 1, 2003, or thereafter, maximum participation in the DROP shall be 48 full months.

Effective July 24, 2008, firefighter DROP participants may continue City employment for up to 54 full 
months (48 full months prior to July 24, 2008 and 36 full months prior to October 1, 2001).  Police 
officers who elect the DROP on or after May 8, 2008, may continue City employment for up to 84 full 
months (48 full months prior to May 8, 2008 and 36 full months prior to October 1, 2003).  Once the 
maximum participation has been achieved, the participant must terminate employment.

The DROP of the FIPO Trust also consists of a Benefit Actuarially Calculated DROP (“BACDROP”).  
The BACDROP is a DROP benefit actuarially calculated.  A member may elect to BACDROP to a date, 
no further back than the date of the member's requirement eligibility date.  The BACDROP period must 
be in 12 month increments, beginning at the start of a pay period, not to exceed 48 full months for 
firefighters (36 months prior to October 1, 2001) and for police officers who elected BACDROP on 
October 1, 2003 (36 months prior to October 1, 2003).  The benefits of the BACDROP will then be 
actuarially calculated to be the equivalent to the benefit earned at the date of retirement.

An individual account is created for each participant.  A series of investment vehicles, as established by 
FIPO's Board of Trustees, are made available to DROP participants to choose from.  Any losses incurred 
on account of the option selected by the participant will not be made up by the City or the FIPO Trust, 
and will be borne by the participant only.  All interest will be credited to the member's account.  Upon 
termination of employment, a participant may receive payment from the DROP account in a lump sum 
distribution; or periodic payments.  A participant may elect to rollover the balance to another qualified 
retirement plan, individual retirement account, an Internal Revenue Code Section 457 Plan, or an annuity.  
A participant may defer payment until the latest date authorized by Section 401(a) (9) of the Internal 
Revenue Code.  DROP participation will not affect any other death or disability benefit provided under 
law or applicable collective bargaining agreement.  If a participant dies before the account balances are 
paid out in full, the beneficiary will receive the remaining balance.

Participants in the DROP are not entitled to receive an ordinary or service disability retirement and in the 
event of death of a DROP participant, there is no accidental death benefit for pension purposes.  
Participation in the DROP does not affect any other death or disability benefit provided to a member 
under federal law, state law, City ordinance, or any rights or benefits under any applicable collective 
bargaining agreement.

Contributions and Funding Policies

Police officer members of FIPO are required to contribute 10 percent of their salary on a bi-weekly basis 
(7 percent prior to October 1, 2011).  Firefighter members are also required to contribute 10 percent (9 
percent prior to October 1, 2010) of their salary on a bi-weekly basis.  The City is required to contribute 
such amounts annually as necessary to maintain the actuarial soundness of FIPO and to provide FIPO 
with assets sufficient to meet the benefits to be paid to participants.  Contributions to FIPO are authorized 
pursuant to Sections 40.196(a) and (b) of the City Code.  Contributions to the FIPO COLA accounts are 
authorized pursuant to Section 40.204 of the City Code.  The City's contributions to FIPO provide for non-
investment expenses and normal costs.  The yield on investments on FIPO serves to reduce future 
contributions that would otherwise be required to provide for the defined level of benefits under the FIPO 
Trust.

The payroll for employees covered by FIPO for the year ended September 30, 2014 was approximately 
$85.2 million.
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GASB 27 Disclosures

Annual Pension Cost and Net Pension Obligation
The City’s annual pension cost, net pension obligations and percentage of annual pension cost contributed 
to FIPO for the year ended September 30, 2014 and each of the two preceding years are as follows:

The City’s annual pension cost and net pension obligation to FIPO as of and for the current fiscal year 
end was as follows:

Funded status and funding progress

As of October 1, 2013, the most recent actuarial valuation date, the funded status of the FIPO plan was as 
follows:

The schedule of funding progress presented as required supplementary information following the notes to 
the financial statements presents multiyear trend information about whether the actuarial value of plan 
assets is increasing or decreasing relative to the actuarial accrued liability for benefits.
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Actuarial Methods and Assumptions

The City’s current year contribution for the plan was determined as part of the October 1, 2013 actuarial 
valuation using the following methods and assumptions:

Valuation date: October 1, 2013
Actuarial cost method: Aggregate Cost Method
Amortization method: Not applicable

Asset valuation method: 20% Write-Up Method: Expected actuarial value of assets, adjusted by
20% of the difference between expected actuarial value and actual market
value (net of pending transfers to the COLA Fund).

Actuarial assumptions
Interest Rates: 7.5% net of investment expenses

Inflation: 3.25%
Projected salary increases: 1.5-5% for promotions and other increase plus salary merit

Mortality Rates:
Healthy RP 2000 Mortality Table Projected to 2020 using Scale AA

Disabled RP 2000 Disabled Mortality Table Projected to 2020 using Scales AA
100% of the assumed deaths are expected to be ordinary deaths

GASB 67 Disclosures

Net Pension Liability

The components of the net pension liability of the City at September 30, 2014, were as follows:

($ in thousands)

Total pension liability  $              2,149,956 
Plan fiduciary net position                 (1,748,696)
Net pension liability  $                 401,260 

Plan fiduciary net position as a percentage
of the total pension liability 81.34%
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Actuarial assumptions. The total pension liability was determined by an actuarial valuation as of October 
1, 2013 with update procedures used to roll forward the total pension liability to September 30, 2014. The 
actuarial valuation was based on the following actuarial assumptions:

Actuarial assumptions
Inflation: 3.25%

Actuarial cost method Aggregate cost method
Projected salary increases: 3.25-9.75%, average, including inflation
Cost-of-living adjustments Amount varies annually with the adjustment on January 1st

Assumed rate of return on investments 7.5% compounded annually, net pension plan investment 
expense including inflation.

Mortality rates are calculated with the RP 2000 Mortality Table projected to 2020 using Scale AA for all 
healthy retirees. Disabled Mortality rates are calculated based on the RP 2000 Disabled Mortality Table 
projected to 2020 using Scale AA

The long-term expected rate of return on pension plan investments was determined in accordance with 
Actuarial Standard of Practice (ASOP) No.27, Selection of Economic Assumptions for measuring Pension 
Obligation. ASOP No.27 provides guidance on the selection of an appropriate assumed investment rate of 
return. Consideration was given to expected future real rates of return (expected returns, net of pension 
Plan investment expense and inflation) for each major asset class as well as historical investment data and 
Plan performance. Best estimates of real rates of return for each major asset class included in the pensions 
Plan’s target asset allocation as of September 30, 2014 are summarized in the following table:

Long-Term Expected
Asset Class Real rate of Return
Domestic Fixed Income 1.00%
Foreign Fixed Income 0.00%
Domestic Equity 5.80%
International Equity 6.50%
Real Estate 4.70%
Private Equity 9.00%

Discount Rate

The discount rate used to measure the total pension liability was 7.5%. The projection of cash flows used 
to determine the discount rate assumed that Plan member contributions will be made at the current 
contribution rates and that contributions from the City will be made at statutorily required rates, 
actuarially determined. Based on those assumptions, the 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.
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following table illustrates the impact of interest rate sensitivity on the net pension liability as of 
September 30, 2014:

($ in thousands)

1% Decrease Current Discount Rate 1% Increase
(6.5%) (7.5%) (8.5%)

Net pension liability $               603,190 $                   401,260 $                 230,208

GENERAL EMPLOYEES AND SANITATION EMPLOYEES RETIREMENT TRUST (GESE Trust)

The Board of Trustees of the GESE Trust administers three defined benefit pension plans: (a) GESE; (b) 
an Excess Benefit Plan for the City of Miami (the “EBP”); and (c) General Employees and Sanitation 
Employees Retirement Trust Staff Pension Plan (the “Staff Trust”).  Each plan's assets may be used only 
for the payment of benefits to the members of that plan, in accordance with the terms of the plan.

The audited financial statements for the GESE Plans can be obtained from the pension board at:  GESE 
Trust, 2901 Bridgeport Avenue, Coconut Grove, Florida 33133.

GESE

Plan Description

The GESE Trust is a single-employer defined benefit plan.  The GESE Trust was established pursuant to 
the City Ordinance No. 10002 and subsequently revised under City Ordinance No. 12111.  The GESE 
Trust covers all City general and sanitation employees except certain employees eligible to decline 
membership.  Participation in the GESE Trust is a mandatory condition of employment for all regular and 
permanent employees other than fire fighters, police officers and executive level employees hired after 
October 1, 2009.

As of October 1, 2013, the date of the most recent actuarial report valuation, membership in the GESE 
consisted of 2,073 retirees and beneficiaries currently receiving benefits and 162 terminated members 
entitled to benefits but not yet receiving them; current members equaled 1,288.

Pension Benefits

The minimum normal retirement age is 55.  Any member in service who has 10 or more years of 
continuous creditable service may elect to retire upon attainment of normal retirement age.  A member 
who has completed a combination of at least 10 or more years of creditable service plus attained an age 
equaling 70 points may elect a Rule of 70 Retirement. Subsequent to September 30, 2010 for members 
not eligible to retire as of that date, the retirement age and service changed to age 55 and 30 years of 
creditable service or age 60 and 10 years of continuous creditable service or a combination of at least ten 
years of creditable service plus attained age equaling 80 points (Rule of 80).  

Retirement benefits are generally based on 3 percent of the average final compensation multiplied by 
years of creditable service, which is paid annually in monthly installments.  For service after September 
30, 2010, for members not eligible to retire as of that date, benefits are based on 2.25 percent of average 
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final compensation multiplied by creditable service up to 15 years, 2.5 percent of average final 
compensation for 16 to 20 years of service and 2.75 percent for service over 20 years.  Effective 
September 30, 2012, for members not eligible to retire on that date, member retirement allowances shall 
not exceed $80,000.  Any member who has accrued a benefit in excess of the maximum benefit as of 
September 30, 2012 will retain that benefit but will not accrue any additional benefit.

Members eligible to receive accumulated sick and vacation leave from the City are able to transfer the 
amount to an eligible retirement plan.  The GESE Trust facilitates the transfer of accumulated sick and 
vacation leave to any eligible retirement plan and is pursuant to Section 40-266 of the City Code.

Cost of Living Adjustment (COLA)

Effective October 1, 1998, the GESE Trust was amended to provide for an increase in the COLA paid to 
retirees to 4 percent with a $400 annual maximum increase, provided the retiree's first anniversary of 
retirement has been reached.  The amendment also provided for retirees electing the return of their 
contribution option to receive a minimum COLA benefit of $27 per year and a maximum COLA benefit 
of $200 added to the previous COLA benefit, provided the retiree's first anniversary of retirement has 
been reached.

Deferred Retirement Option Plan (DROP)

The DROP is available to GESE Trust members for normal retirement as of January 1, 2013 or vested as 
of October 1, 2010.  The DROP is not available to any other GESE Trust member.  The DROP is an 
enhancement to the GESE Trust that can provide a member with another way to save for retirement.  It 
allows a participant to receive pension payments by depositing in the DROP program while continuing to 
work and receive pay and benefits as an active employee.  At the end of the DROP period, when the 
participant is officially required to retire, the participant receives monthly pension payments based on the 
years of service and salary at the time that the participant enrolled in the DROP.  The participant may 
elect to receive the accumulated DROP account balance or can be rolled over into a separate tax-qualified 
plan after withdrawing from the DROP.

BACKDROP Option (BACKDROP) 

The Backdrop is available to all GESE Trust members effective January 1, 2013.  Under the 
BACKDROP option a member can receive a lump sum payment in addition to a monthly pension 
annuity.  The employee chooses to take a BACKDROP at the end of his or her employment with the City 
as long as he or she BACKDROPs to any date after he or she reaches the Normal Retirement date.  If the 
member elects the BACKDROP option, the monthly benefit payable on the member’s actual retirement 
date (when the member leaves City employment) is based on the benefit the member would have received 
had he or she left employment and retired on an earlier Normal Retirement date, referred to as the 
BACKDROP date.  In addition, the member will receive a lump sum payment equal to the accumulation 
of annuity payments he or she would have received during the Backdrop period had he or she elected to 
receive immediate pension annuity payments equal to the accumulation of annuity payments he or she 
would have received during the BACKDROP period had he or she elected to receive immediate pension 
annuity payments starting as of the BACKDROP date.  Annuity payments would be accumulated at the 
rate of 3 percent per year, compounded annually.  The member’s BACKDROP date can be any date after 
his or her Normal Retirement Date and the BACKDROP period can be any date after his or her Normal 
Retirement Date and the BACKDROP period can be as little as one year and as long as seven years.  If 
the member does not elect a BACKDROP benefit option, his or her monthly retirement benefit will be 
calculated using his or her final average final compensation and creditable service as of the member’s 
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actual employment termination date.  The participant may receive the accumulated BACKDROP account 
balance upon electing the BACKDROP and at the end of his or her employment. The BACKDROP 
monies can be rolled over into a separate tax-qualified plan after withdrawing from the DROP.

Contributions and Funding Policies

Members of the GESE are required to contribute 10 percent of their salary on a bi-weekly basis.  The 
GESE's funding policies provide for periodic contributions at actuarially determined rates that, expressed 
as percentages of annual covered payroll, are sufficient to maintain the actuarial soundness of the GESE 
and to accumulate sufficient assets to pay benefits when due.  The City is required to contribute an 
actuarially determined amount that, when combined with participants' contributions, will fully provide all 
benefits as they become payable.  Contributions to the GESE are authorized pursuant to Sections 40-
246(a) and (b) of the City Code.  Contributions from the City are designed to fund the GESE's non-
investment expenses and normal costs and to fund the unfunded actuarial accrued liability.  The yield 
(interest, dividends and net realized and unrealized gains and losses) on investment of the GESE serves to 
reduce or increase future contributions that would otherwise be required to provide for the defined level 
of benefits under the GESE Plan.

The payroll for employees covered by the GESE Trust for the year ended September 30, 2014 was 
approximately $64.4 million.

GASB 27 Disclosures

Annual Pension Cost and Net Pension Obligation
The City’s annual pension cost, net pension obligations for the fiscal, and percentage of annual pension 
cost contributed to GESE for the year ended September 30, 2014 and each of the two preceding years are 
as follows:
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Funded status and funding progress

As of October 1, 2013, the most recent actuarial valuation date, the funded status of the plan was as 
follows:

The schedule of funding progress presented as required supplementary information following the notes to 
the financial statements presents multiyear trend information about whether the actuarial value of plan 
assets is increasing or decreasing relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions

The City’s current year contribution for the plan was determined as part of the October 1, 2013 actuarial 
valuation using the following methods and assumptions:

Valuation date: October 1, 2013
Actuarial cost method: Modified entry age normal
Amortization method: Level percent, closed

Remaining amortization period: 10 to 21 years
Asset valuation method: 5-Year Smoothed Market

Actuarial assumptions
Investment rate of return: 7.90%
Projected salary increases: 4.0% to 8.75%

Payroll Growth: 3.00%
Includes inflation at: 3.50%

Cost of living adjustments: 4% per year, with $54 per year 
minimum and $400 per year maximum

Pre-Retirement Mortality rates are calculated with the UP-1994 Morality Table projected to 2018 (using 
scale AA) for male and female, set forward 1 year. Post-Retirement Healthy Mortality rates are calculated 
based on the UP-1994 Morality Table projected to 2018 (using scale AA) for male and female, set 
forward 2 years. The Post-Retirement Disabled Morality rate are calculated on the UP-1994 Morality 
Table projected to 2018 (using scale AA) for male and female, set forward 8 years.
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GASB 67 Disclosures

Net Pension Liability

The components of the net pension liability of the City at September 30, 2014, were as follows:

($ in thousands)

Total pension liability  $                 881,418 
Plan fiduciary net position                    (619,561)
Net pension liability  $                 261,857 

Plan fiduciary net position as a percentage
of the total pension liability 70.29%

Actuarial assumptions

The total pension liability was determined by an actuarial valuation as of October 1, 2013 using the 
following actuarial assumptions, applied to all periods included in the measurement and rolled forward to 
measurement date of September 30, 2014. 

Actuarial assumptions
Actuarial cost method Modified entry age normal

Inflation: 3.50%
Projected salary increases: 4% - 8.75%, including inflation

Assumed rate of return on investments 7.8% for year ending Oct 1, 2014, net pension plan 
investment expense including inflation

Pre-Retirement Mortality rates are calculated with the UP-1994 Morality Table projected to 2018 (using 
scale AA) for male and female, set forward 1 year. Post-Retirement Healthy Mortality rates are calculated 
based on the UP-1994 Morality Table projected to 2018 (using scale AA) for male and female, set 
forward 2 years. The Post-Retirement Disabled Morality rate are calculated on the UP-1994 Morality 
Table projected to 2018 (using scale AA) for male and female, set forward 8 years.
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Long Term Rate of Return

The long term expected rate of return on pension plan investments was determined using a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return (expected 
returns, net of retirement 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. Best 
estimates of real rates of return for each major asset class included in the pensions Plan’s target asset 
allocation as of September 30, 2014 are summarized in the following table:

Long-Term Expected
Asset Class Real rate of Return
U.S Large Cap Equity 8.50%
U.S Small Cap Equity 9.25%
International Equity 8.75%
U.S Fixed Income 8.75%
Real Estate 4.85%
Cash and Other 2.10%

Discount Rate

The discount rate used to measure the total pension liability was 7.6 percent. The projection of cash flows 
used to determine the discount rate assumed that member contributions will be made and the employer 
contributions will be made in accordance with the City Ordinance and Florida Statutes.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following table illustrates the impact of interest rate sensitivity on the net pension liability as of 
September 30, 2014:

($ in thousands)

1% Decrease Current Discount Rate 1% Increase
(6.6%) (7.6%) (8.6%)

Net pension liability $               351,755 $                   261,856 $                 185,667

GESE Excess Benefit Plan (EBP)

Plan Description

In July 2000, the City, pursuant to applicable Internal Revenue Code provisions, established a qualified 
governmental excess benefit plan to continue to cover the difference between the allowable pension to be 
paid and the amount of the defined benefit so the benefits for eligible members are not diminished by 
changes in the Internal Revenue Code.  The GESE Board of Trustees administers the excess benefit plan.  
GESE members are not required to contribute to the EBP.  Members of the GESE participate in this plan.
As of October 1, 2013, the date of the most recent actuarial report valuation, membership in the EBP 
consisted of 38 retirees and beneficiaries currently receiving benefits and there are no current members.
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Contributions and Funding Policies

The payment of the City's contribution of excess retirement benefits for eligible members of the GESE 
above the limits permitted by the Internal Revenue Code is: (a) funded from the City's General Fund; (b) 
paid annually concurrently with the City's annual contribution to normal pension costs which causes the 
City to realize a reduction in normal pension costs in the same amount; and (c) deposited in a separate 
account established specifically for the GESE to receive the City's excess retirement benefit contributions.  
This account is separate and apart from the accounts established to receive the City's normal pension 
contributions for the GESE.  The EBP is an unfunded plan and the City is required to contribute as 
benefits become payable.

The payroll for employees covered by the EBP for the year ended September 30, 2014 was approximately 
$64.4 million.

GASB 27 Disclosures

Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost, net pension obligations and percentage of annual pension cost contributed 
to the EBP for the year ended September 30, 2014 and each of the two preceding years are as follows:

The City’s annual pension cost and net pension obligation to the EBP as of and for the current fiscal year 
end was as follows:
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Funded status and funding progress

As of October 1, 2013, the most recent actuarial valuation date, the funded status of the plan was as 
follows:

The schedule of funding progress presented as required supplementary information following the notes to 
the financial statements presents multiyear trend information about whether the actuarial value of plan 
assets is increasing or decreasing relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions

The City’s current year contribution for the plan was determined as part of the October 1, 2013 actuarial 
valuation report using the following methods and assumptions:

Valuation date: October 1, 2013
Actuarial cost method: Modified entry age normal
Amortization method: Level dollar, closed

Remaining amortization period: 17 years
Asset valuation method: Not applicable

Actuarial assumptions
Investment rate of return: 7.80%

Projected salary increases: Variable by years of service
Includes inflation at: 3.50%

Cost of living adjustments: None
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GASB 67 Disclosures

Net Pension Liability

The components of the net pension liability of the City at September 30, 2014, were as follows:

($ in thousands)

Total pension liability  $                     9,834 
Plan fiduciary net position                                 - 
Net pension liability  $                     9,834 

Plan fiduciary net position as a percentage
of the total pension liability 0.00%

Actuarial assumptions

The total pension liability was determined by an actuarial valuation as of October 1, 2013 using the 
following actuarial assumptions, applied to all periods included in the measurement and rolled forward to 
measurement date of September 30, 2014.

Actuarial assumptions
Actuarial cost method Modified entry age normal

Inflation: 3.50%
Projected salary increases: 4% - 8.75%, including inflation

Assumed rate of return on investments Not applicable, the plan has no assets for investments

Pre-Retirement Mortality rates are calculated with the UP-1994 Morality Table projected to 2018 (using 
scale AA) for male and female, set forward 1 year. Post-Retirement Healthy Mortality rates are calculated 
based on the UP-1994 Morality Table projected to 2018 (using scale AA) for male and female, set 
forward 2 years. The Post-Retirement Disabled Morality rate are calculated on the UP-1994 Morality 
Table projected to 2018 (using scale AA) for male and female, set forward 8 years.

Long Term Rate of Return

The Excess Plan has no assets therefore the long term rate of return is not applicable.
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Discount Rate

The discount used to measure the total pension liability was 4.13 percent. Since the Excess plan has no 
assets, there are no assets available to make projected future benefit payments of current plan members. 
Therefore, the applicable municipal bond index rate of 4.13%, based on the Bond Buyer General 
Obligation 20-year Municipal Bond Index published monthly by the Board of Governors of the Federal 
Reserve System as of September 30, 2014 was applied to all periods of projected benefit payments. As a 
result, the Single Equivalent Interest Rate (SEIR) is also 4.13%. The SEIR at the beginning of the 
measurement period was 4.79% based on the applicable municipal bond index rate of 4.79% as of 
September 30, 2013 applied to all periods of projected benefit payments. The projection of cash flows 
used to determine the discount rate assumed that member contributions will be made and the employer 
contributions will be made in accordance with the City Ordinance and Florida Statutes.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following table illustrates the impact of interest rate sensitivity on the net pension liability as of 
September 30, 2014:

($ in thousands)

1% Decrease Current Discount Rate 1% Increase
(3.13%) (4.13%) (5.13%)

Net pension liability  $                 11,227  $                       9,834  $                     8,718 

City of Miami General Employees and Sanitation Employees Retirement Trust (Staff Trust)

Plan Description

The Staff Trust is a single-employer, defined benefit plan.  The Staff Trust was established by the rule-
making authority of the GESE, pursuant to Chapter 40 of the City Code.  The Staff Trust covers all 
administrative full-time employees and other positions as may be named by the Board of Trustees.  
Participation in the Staff Trust is a mandatory condition of employment for all full-time employees, other 
than those eligible to decline membership.

At October 1, 2013, the date of the most recent actuarial valuation report, membership in the Staff Trust 
had five retirees currently receiving benefits; one terminated employee entitled to benefits, but not yet 
receiving them and five current employees.
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Pension Benefits

The minimum normal retirement age is 55.  Any member in service who has 10 or more years of 
continuous creditable service may elect to retire upon attainment of normal retirement age.  A member 
who has completed a combination of at least 10 or more years of creditable service plus attained an age 
equaling 70 points may elect a Rule of 70 Retirement.  However, a member is entitled to early retirement 
at any age with at least 10 years of creditable service.  Retirement benefits are generally based on 3 
percent of the average final compensation during the highest two years of membership service multiplied 
by years of creditable service, which is paid annually in monthly installments.  A retired member who 
dies prior to having received 12 monthly retirement payments and prior to having an optional allowance 
becoming effective will have a lump sum equal to the excess, if any, of 12 times the monthly payments 
over the actual payments received paid to his designated beneficiary.

Deferred Retirement Option Plan (DROP)

The Staff Trust implemented a DROP for employees eligible for Rule of 70 Retirement on March 26, 
2010.  Any employee who is eligible for a Rule of 70 Retirement is eligible to participate in the DROP.  
Upon election of participation, a member’s creditable service, accrued benefits, and compensation 
calculation are frozen and the DROP payment is based on the member’s average final compensation.  The 
member’s contribution and the City contribution to the retirement plan for that member ceases as no 
further service credit is earned.  The member does not acquire additional pension credit for the purposes 
of the pension plan, but may continue City employment for up to a maximum of 48 months.  Once the 
maximum participation has been achieved, the participant must terminate employment.

Upon termination of employment, a participant may receive payment from the DROP account in a lump 
sum distribution; or periodic payments.  A participant may elect to rollover the balance to another 
qualified retirement plan, individual retirement account, an Internal Revenue Code Section 457 Plan, or 
an annuity.  A participant may defer payment until the latest date authorized by Section 401(a) (9) of the 
Internal Revenue Code.  DROP participation will not affect any other death or disability benefit provided 
under law or applicable collective bargaining agreement.  If a participant dies before the account balances 
are paid out in full, the beneficiary will receive the remaining balance.

Contributions and Funding Policy

Members of the Staff Trust are required to contribute 10 percent of their salary on a bi-weekly basis.  The 
funding policies of the Staff Trust provide for periodic contributions at actuarially determined rates that, 
expressed as percentages of annual covered payroll, are sufficient to maintain the actuarial soundness of 
the Staff Trust and to accumulate sufficient assets to pay benefits when due.  The City is required to 
contribute an actuarially determined amount that, when combined with member contributions, will fully 
provide all benefits as they become payable.  The yield (interest, dividends and net realized and 
unrealized gains and losses) on investments of the Staff Trust serves to reduce or increase future 
contributions that would otherwise be required to provide for the defined level of benefits under the Staff 
Plan.

The payroll for employees covered by the Staff Trust for the year ended September 30, 2014 was 
approximately $0.3 million.
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GASB 27 Disclosures

Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost, net pension obligations and percentage of annual pension cost contributed 
to the Staff Trust for the year ended September 30, 2014 and each of the two preceding years are as 
follows:

The City’s annual pension cost and net pension obligation for the Staff Trust as of and for the current 
fiscal year end was as follows:

Funded status and funding progress

As of October 1, 2013, the most recent actuarial valuation date, the funded status for the Staff Trust was 
as follows:

The schedule of funding progress, presented as required supplementary information following the notes to 
the financial statements, presents multiyear trend information about whether the actuarial value of plan 
assets is increasing or decreasing relative to the actuarial accrued liability for benefits.
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Actuarial methods and assumptions

The City’s current year contribution for the plan was determined as part of the October 1, 2013 actuarial 
valuation using the following methods and assumptions:

Valuation date: October 1, 2013
Actuarial cost method: Modified entry age normal
Amortization method: Level dollar amount, closed

Remaining amortization period: 4 to 20 years
Equivalent single amortization period: 13 years

Asset valuation method: 3-Year Smoothed Market
Actuarial assumptions

Investment rate of return: 7.90%
Projected salary increases: 6.00%

Includes inflation at: 3.50%
Cost of living adjustments: None

Staff Trust contributions are determined using the modified individual entry age normal cost method. 
Under this method, normal costs are determined on the individual entry age normal method. However, if 
the actuarial value of assets exceeds the entry age accrued liability, the individual entry age normal cost 
rate for the Plan shall be adjusted by the excess actuarial value of assets divided by the present value of 
future payroll, in order for the unfunded accrued liability to not be less than zero. 

GASB 67 Disclosures

Net Pension Liability

The components of the net pension liability of the City at September 30, 2014, were as follows:

($ in thousands)

Total pension liability  $                     4,816 
Plan fiduciary net position                        (3,190)
Net pension liability  $                     1,626 

Plan fiduciary net position as a percentage
of the total pension liability 66.24%
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Actuarial assumptions

The total pension liability was determined by an actuarial valuation as of October 1, 2013 using the 
following actuarial assumptions, applied to all periods included in the measurement and rolled forward to 
measurement date of September 30, 2014.

Actuarial assumptions
Actuarial cost method Modified entry age normal

Inflation: 3.50%
Projected salary increases: 6%, including inflation

Assumed rate of return on investments 7.8% for year ending Oct 1, 2014, net pension plan 
investment expense including inflation.

Pre-Retirement Morality rates are calculated with the 1983 Group Annuity Table for male and female, set 
back 2 years. Post-Retirement Healthy Mortality rates are calculated based on the 1983 Group Annuity 
Table for male and female. The Post-Retirement Disabled Morality rate are calculated on the 1983 Group 
Annuity Table for male and female, set back 9 years.

Long Term Rate of Return

The long term expected rate of return on pension plan investments was determined using a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return (expected 
returns, net of retirement 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. Best 
estimates of real rates of return for each major asset class included in the pensions Plan’s target asset 
allocation as of September 30, 2014 are summarized in the following table:

Long-Term Expected
Asset Class Real rate of Return
U.S Large Cap Equity 8.50%

U.S Small Cap Equity 9.25%
International Equity 8.75%
U.S Fixed Income 4.85%

Discount Rate

The discount rate used to measure the total pension liability was 7.6 percent. The projection of cash flows 
used to determine the discount rate assumed that member contributions will be made and the employer 
contributions will be made in accordance with the City Ordinance and Florida Statutes.
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following table illustrates the impact of interest rate sensitivity on the net pension liability as of 
September 30, 2014:

($ in thousands)

1% Decrease Current Discount Rate 1% Increase
(6.6%) (7.6%) (8.6%)

Net pension liability  $                   2,271  $                       1,626  $                     1,103 

Elected Officers’ Retirement Trust (EORT)

Plan Description

Prior to October 22, 2009, the City’s elected officials participated in a single-employer, non-contributory 
defined benefit pension plan under the administration and management of a separate Board of Trustees.  
Under the EORT, eligibility requires 7 years of total service if elected between October 1, 2001 and 
October 22, 2009, or 10 years of total service if elected prior to October 1, 2001 as an elected official of 
the City to be vested without requiring that such service be continuous.  Any official elected after October 
22, 2009 is not eligible to participate in the plan.

The City, pursuant to applicable Internal Revenue Code provisions, also established qualified 
governmental excess benefit plans to continue to cover the difference between the allowable pension to be 
paid, and the amount of the defined benefit, so that the benefits for eligible members are not diminished 
by changes in the Internal Revenue Code.

Separate stand-alone financial statements are not issued for EORT and are presented as part of the 
Combining Statement of Fiduciary Net Assets and Combining Statement of Changes in Fiduciary Net 
Assets located in the Fiduciary Funds section of the City’s CAFR.  As of January 1, 2014, the most recent 
actuarial valuation date, membership in the EORT consisted of 6 retirees currently receiving benefits and 
2 terminated employee entitled to benefits but not yet receiving them, and 3 active officers with the future 
range of service from 1 to 3 years.  

Pension Benefits

Benefits accrue for elected officers at the rate of 50 percent of the highest annual W-2 wages in the last 
three years of employment after 7 years of service as an elected official of the City plus 5 percent for each 
additional year up to 100 percent at 7 or more years of service.  The Plan benefit is payable beginning on 
the date the participant ceases to be an elected officer, but no earlier than the participant’s 55th birthday. 
The benefit is payable monthly, for the participant’s lifetime.  An active participant will be fully vested 
upon death and a single sum death benefit is payable.  The EORT was frozen to new entrants effective 
October 22, 2009.  Only participants who were accruing benefits and had not yet become vested in their 
benefits as of that date continue to accrue benefits under the EORT.  Benefit accruals for all other 
participants were frozen.
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Contributions and Funding Policy

The annual contribution is determined using the Projected Unit Credit (PUC) Cost Method, which was 
adopted and effective with the January 1, 2014 actuarial valuation report. Prior to the PUC method the 
individual aggregate cost method was used to determine the annual contribution. The PUC Cost Method 
separates and develops funding components for annual contributions into 1) normal costs and 2) an 
amortization payment toward the unfunded accrued liability for past service benefits.  Revising the 
actuarial funding method allows the City to fund the payment liability over a longer period of time.  
Contributions made to EORT are in accordance with actuarially determined contribution requirements, 
based on the actuarial valuation performed for each respective year. 

EORT is a non-contributory defined benefit plan; therefore, all funding is provided by the City.  

The payroll for employees covered by EORT for the year ended September 30, 2014 was approximately 
$0.29 million.  

GASB 27 Disclosures

Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost which is equal to the annual required contribution for the plan for the 
current year and each of the two preceding years were as follows:

Funded status and funding progress

As of January 1, 2014, the most recent actuarial valuation date, the funded status of the plan was as 
follows:

The schedule of funding progress presented as required supplementary information following the notes to 
the financial statements presents multiyear trend information about whether the actuarial value of plan 
assets is increasing or decreasing relative to the actuarial accrued liability for benefits.

 
116



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

Actuarial methods and assumptions

The City’s current year contribution for the plan was determined as part of the January 1, 2014 actuarial 
valuation using the following methods and assumptions:

Valuation date: January 1, 2014
Actuarial cost method: Projected unit credit
Amortization method: Not applicable

Remaining amortization period: Not applicable
Asset valuation method: December 31 market values

Actuarial assumptions
Investment rate of return: 3.75% compounded annually
Projected salary increases: Not applicable

Inflation: Not applicable
Merit and longevity: Not applicable

RP-2000 White Collar Active/Retiree,
Mortality table: Healthy, Mortality

table without setback
Disability, turnover and retirements: No disability or turnover assumed. Retirement is assumed

at the end of the current term or 100% vested.

GASB 67 Disclosures

Net Pension Liability

The components of the net pension liability of the City at September 30, 2014, were as follows:

($ in thousands)

Total pension liability  $                     8,153 
Plan fiduciary net position                        (5,975)
Net pension liability  $                     2,178 

Plan fiduciary net position as a percentage
of the total pension liability 73.29%
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Actuarial assumptions

The total pension liability was determined by an actuarial valuation as of October 1, 2014 with update 
procedures used to roll forward the total pension liability to September 30, 2014. The actuarial valuation 
used the following actuarial assumptions:

Actuarial assumptions
Inflation: 2.50%

Projected salary increases: 0.00%
Assumed rate of return on investments 3.75% for year ending Jan 1, 2014, net pension plan 

investment expense
Discount rate: 3.75%

Morality rates are calculated with the RP-2000 Mortality Table, sex-distinct, combined rates for 
annuitants and non-annuitants, adjusted for white-collar employees, and with mortality improvement 
projected to 20131 by Scale 

Long Term Rate of Return

The long-term expected rate of return on pension plan investments was determined using a building-block 
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 allocation percentage and by adding expected inflation. Best estimates of arithmetic 
real rates of return for each major asset class included in the pensions plan’s target asset allocation as of 
September 30, 2014 are summarized in the following table:

Long-Term Expected
Asset Class Real rate of Return
U.S Fixed Income 1.50%

Discount Rate

The discount rate used to measure the total pension liability was 3.75%. 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following table illustrates the impact of interest rate sensitivity on the net pension liability as of 
September 30, 2014:

($ in thousands)

1% Decrease Current Discount Rate 1% Increase
(2.75%) (3.75%) (4.75%)

Net pension liability  $                   3,431  $                       2,178  $                     1,164 
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Special Benefit Plans (SBP)

Certain executive employees of the City are allowed to join the ICMA Retirement Trust's 401(a) plan (the 
“SBP”).  This defined contribution deferred compensation plan, which covers governmental employees 
throughout the country, is governed by a Board of Directors responsible for carrying out the overall 
management of the organization, including investment administration and regulatory compliance.  
Membership for the City employees is limited by the City Code to specific members of the City Clerk, 
City Manager, City Attorney's offices, Department Directors, Assistant Directors, and other executives.  
To participate in the plan a written trust agreement must be executed, which requires the City to 
contribute 8 percent of the individual's earnable compensation, and the employee to contribute 10 percent 
of their salary.  Participants may withdraw funds at retirement or upon separation based on a variety of 
payout options.  The City does not have any fiduciary responsibility relating to the plan, consequently the 
amount accrued for benefits are not recorded in the fiduciary funds.

As of September 30, 2014 the City’s participation in this plan was as follows: 

In addition to coverage under the FIPO, the firefighters and police officers are members of two separate 
non-contributory money purchase benefit plans established under the provisions of Chapters 175 and 185, 
Florida Statutes, respectively.  These two plans are funded solely from proceeds of certain excise taxes 
levied by the City and imposed upon property and casualty insurance coverage within the City limits.  
This tax, which is collected from insurers by the State of Florida, is remitted directly to the plans' Boards 
of Trustees.  The City is entitled to levy such excise taxes solely for the use of the money purchase benefit 
plans as long as the minimum benefit provisions of Chapter 175 and 185, Florida Statutes, are met by the 
FIPO.  The City does not have any fiduciary responsibility relating to the SBP, consequently accrued 
benefits are not recorded in the fiduciary funds.  The total of such excise taxes received from the state of 
Florida and remitted to the plans was $10.2 million for the year ended September 30, 2014.  Accordingly, 
these monies are recorded as pass through funds in the City's financial statements.  Benefits are allocated 
to the participants based upon their service during the year and the level of funding received during said 
year.  Participants are fully vested after nine years of service.  Upon termination of service, a participant 
may elect to receive one of the three options (1) a lump sum payment; (2) five substantially equal 
payments, or (3) 10 percent or more in the first year and the remainder in any way over the next four 
years.  The total must be paid out within five years.

 
119



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

NOTE 11. – POST-EMPLOYMENT HEALTH CARE BENEFITS

Pursuant to Section 112.0801, Florida Statutes, the City is required to permit participation to the health 
insurance program by retirees and their eligible dependents at a cost to the retiree that is no greater than 
the cost at which coverage is available for active employees.  Retired police officers are offered coverage 
at a discounted premium under the FOP Health Trust that is administered separately from the City’s 
health care plan.  For non-police retirees (fire fighters, general employees, sanitation employees and 
elected officials) and their dependents, the City subsidizes health care coverage and life insurance at a 
discounted premium equal to the blended group rate. GASB Statement No. 45 allows flexibility to 
governmental employers in the use of various actuarial cost methods.  Several such acceptable actuarial 
cost methods were evaluated, including the entry age normal cost method, the frozen entry age normal 
cost method, the aggregate cost method, and the projected unit credit normal cost method.  The goal was 
for the City to adopt an actuarial cost method which is acceptable, appropriate, and commonly used.  The 
City's annual Other Post Employment Benefit (“OPEB”) liability was calculated using the entry age 
normal cost method.

Plan Description

The City has two separate single-employer OPEB plans for its retirees.  One plan is for retiring police 
officers and the other plan is for all other retiring employees (the “Non-Police Retirees”).  The benefits 
afforded to all retirees include lifetime medical, prescription, vision, dental and certain life insurance 
coverage for retiree and dependents.  Non-Police Retirees receive the same benefits as similarly situated 
active employees of the City, while retired police officers receive the same benefits as provided through 
the Fraternal Order of Police (the “FOP”) Health Trust.

The City offers to its retiree’s comprehensive medical coverage and life insurance benefits through its self-
insurance plan.  This plan was established in accordance with Section 112.0801, Florida Statutes.  
Substantially all of the City's general employees, sanitation employees and firefighters may become 
eligible for these benefits when they reach normal retirement age while working for the City.

As of October 1, 2013, the most recent actuarial valuation date, there are approximately 4,700 covered 
participants of whom approximately 2,991 are active employees and 1,709 retirees.

Contributions and Funding Policy

The City is authorized to establish benefit levels and approve the actuarial assumptions used in the 
determination of contributions levels.  Beginning with the 2012 plan year, the retirees are contributing the 
majority of their premium costs each month. Spouses and other dependents are also eligible for coverage, 
although the retiree pays the premium cost.

The FOP sponsors a Health Insurance Trust (the “HIT”) that is partially self-insured, which provides life, 
heath, and accidental death and dismemberment insurance to substantially all full-time sworn members of 
the City's Police department, eligible retirees, their families and beneficiaries.  The HIT receives a 
significant source of its funding from the City, pursuant to the terms of a collective bargaining agreement.  
The agreement requires the City to reimburse the HIT an amount that is required to bring the HIT's 
minimum fund balance to $2.35 million annually.

Currently, the City's subsidy to OPEB benefits is unfunded.  There are no separate trust funds or 
equivalent arrangements into which the City makes contributions to advance-fund the OPEB obligations, 

 
120



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

as it does for its retiree pension plans.  The City's cost of the OPEB benefits is funded on a pay-as-you-go 
basis.  The City contributed $10.64 million for the fiscal year ended September 30, 2014.

The ultimate implicit subsidies which are provided over time are financed directly by general assets of the 
City, which are invested in short-term fixed income instruments according to its current investment 
policy. The City selected an interest discount rate of 3.85 percent, which is the long-range expected return 
on such short-term fixed income instruments, to calculate the present values and costs of the OPEB. 

The City's annual OPEB cost is calculated based on the annual required contribution of the employer, an 
amount actuarially determined in accordance with the parameters of GASB Statement No. 45.  The 
annual required contribution represents a level of funding that, if paid on an ongoing basis, is projected to 
cover normal cost each year and amortize the actuarial liabilities over a period not to exceed 30 years. 

Annual OPEB Cost and Net OPEB Obligation

The City’s annual OPEB cost and the net OPEB obligation for the fiscal year ended September 30, 2014 
for both Non-Police and Police retirees are as follows:

The City’s annual OPEB cost, net OPEB obligations, and percentage of annual OPEB cost contributed, 
for the year ended September 30, 2014 are as follows:
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Funded status and funding progress 

As of October 1, 2013, the most recent actuarial valuation date, the funded status of the Police and Non-
Police Retirees OPEB plan was as follows:

Actuarial valuations for OPEB plans involve estimates of the value of reported amounts and assumptions 
about the probability of occurrence of events far into the future.  These actuarially determined amounts 
are subject to continual revision as actual results are compared to past expectations and new estimates are 
made about the future.

The schedule of funding progress presented immediately following the financial statements as required 
supplementary information, presents multi-year trend information about whether the actuarial value of 
plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions

Projection of benefits for financial reporting purposes are based on the substantive OPEB plan (the OPEB 
plan as understood by the employer and the members) and include the types of benefits provided at the 
time of each valuation and the historical pattern of sharing of benefit costs between the employer and plan 
members.  The actuarial methods and assumptions used include techniques that are designed to reduce the 
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent 
with the long-term perspective of calculations.

The annual required contribution for the plan year was determined as part of the plan’s October 1, 2013
actuarial valuation using the following methods and assumptions:

Valuation date: October 1, 2013
Actuarial cost method: Entry age normal cost method
Amortization method: Level percent of payroll

Amortization period: The unfunded actuarial accrued liability is amortized over a 
period of 24 years on and closed basis with a starting
amortization period of 30 years which began in FY 2008

Actuarial assumptions
Assumed rate of return on investments: 3.85%

Assumed health care cost trend rates: 9% for pre 65 medical and 9% for post 65 medical, grading
down by .05% annually until an ultimate trend rate of 5.0% is
reached
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Mortality rates are calculated with the RP 2014 Mortality Table applied on a gender specific basis. 

NOTE 12. – COMMITMENTS AND CONTINGENCIES 
The City participates in a number of federal and state assisted programs. These programs are subject to 
audit under the requirements of the Florida Single Audit Act and Chapter 10.550, Rules of the Auditor 
General and OMB Circular A-133.  The City received revenues and contributions related to grants from 
Federal agencies and the State of Florida.  These grants are for specific purposes and are subject to review 
and audit by the grantor agencies.  Such audits could result in requests for reimbursement for 
expenditures being disallowed under the grant terms.  Based upon prior experience, the City’s 
management believes any requests for reimbursement, if any, will not be significant.

Global Agreement: In December 2007, the City, the County, the OMNI CRA, and the Southeast 
Overtown Park West CRA, entered into an inter-local agreement that establishes the funding framework 
for the several major facilities and infrastructure improvement projects.  Those projects include the Arsht 
Performing Arts Center (“Arsht Center”), Miami Port Tunnel, Museum Park improvements, and the 
Miami Marlins Baseball Stadium and parking facilities.

The agreement specifically calls for the OMNI CRA to increase its contribution to the County to service 
debt and other loans on the Arsht Center.  Further, the agreement established parameters by which the 
City, County, and CRAs would move forward with the legal process of extending the lives and expanding 
the geographic boundaries of both CRAs, and utilizing the additional tax increment revenues to finance 
affordable housing, infrastructure, and redevelopment projects consistent with the CRAs’ redevelopment 
plans.  The additional OMNI CRA tax increment revenues were available to finance the City’s 
contributions to the Miami Port Tunnel project and the Museum Park improvements.  Finally, the 
agreement addresses the City’s and County’s Miami Marlins Major League Baseball project stadium and 
related parking facilities built on the former Orange Bowl location site.   To date, the total contributions 
required to be made by the City for the Museum Park Improvement projects has not been determined.  
The OMNI CRA has voted to provide an annual grant of tax increment revenues to the City in connection 
with repayment of the City’s Special Obligation Non-Ad Valorem Revenue Refunding Bonds, Series 
(Port of Miami Tunnel Project) issued December 13, 2012. The Special Obligation Non-Ad Valorem 
Revenue Funding City is City debt.  As such the City is responsible for all debt service.  However, the 
OMNI CRA has agreed to provide the City with the required annual debt service.  In the event the CRA 
defaults on its commitment to the City, the City would be responsible to pay the debt service from legally 
available funds. As of September 30, 2014 the total outstanding related debt for the Non-Ad Valorem 
Revenue Refunding Bonds, Series (Port of Miami Tunnel Project) issued December 13, 2012 was 
approximately $44.7 million.

Fraternal Order of Police, Walter E. Headley, Jr., Miami Lodge No. 20 v. City of Miami,  The FOP 
Miami Lodge 20 (hereinafter the "Union") alleges that it has a Collective Bargaining Agreement ("CBA") 
with the City, effective through September 30, 2010, that the parties exchanged initial proposals for a 
successor agreement, and that the parties have held several bargaining sessions.  The Union further 
alleges that during the several bargaining sessions, the City never advised the Union that there was a need 
to reach settlement on economic items expeditiously, or that the City intended to declare a "financial 
urgency" and invoke the process set forth in Section 447.4095, F.S.  The Union contends that Section 
447.4095 may only be invoked to modify the terms of an existing agreement.  The Union further alleges 
that although the parties continued to bargain for a successor collective bargaining agreement on August 9 
and 12, 2010, the parties never discussed wages or pensions, but on August 16, 2010, the City advised the 
Public Employees Relations Commission ("PERC") that it had engaged in negotiations on the impact of 
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the financial urgency, and any action necessitated by the financial urgency, and that a dispute existed.   
The Union then alleges that on August 31, 2010, the City unilaterally took action to alter the terms and 
conditions of employment before reaching impasse with the Union, in violation of Section 447.501(1)(a) 
and (1)(c).  Further, the Union alleges that, although the changes were not discussed with them, they were 
discussed in a closed door unnoticed "shade" meeting conducted in violation of Section 447.605, F.S. (an 
exemption to the Sunshine Law).  The Union contends that the failure of the City to have any discussions 
with the Union on these matters constitutes bad faith or surface bargaining in violation of Section 
447.501(1)(a), F.S.  It also asserts that by unilaterally altering terms and conditions of employment before 
completion of the impasse procedure set forth in Section 447.403, F.S., and by not responding to a request 
for records, the City violated Section 447.501(1)(a) and (1)(c), F.S.  The City received a recommended 
order from the Hearing Officer in its favor, which was ultimately adopted by the Commission.  The FOP 
has appealed to the Florida District Court of Appeals, First District.  The First District affirmed.  The FOP 
has sought review by the Florida Supreme Court. As of the date of the report, the City cannot predict the 
outcome of this case or financial consequences, if any.

International Association of Firefighters, Local 587 v. City of Miami,  The IAF Local 587 (hereinafter 
"Union") alleges that it has a Collective Bargaining Agreement ("CBA") with the City, effective through 
October 1, 2010, that, in exchange for concessions by the Union, the CBA was extended through 
September 30, 2011, and that the City expressly waived its right not to fund any year of the CBA except 
in the case of "true fiscal emergency", defined in the CBA as, "the City must demonstrate that there is no 
other reasonable alternative means of appropriating monies to fund the agreement for that year or years".  
The Union further alleges that less than six (6) months after agreeing to the extension, on April 30, 2010, 
the City invoked the process under Section 447.4095, F.S., claiming "financial urgency," and on August 
31, 2010, unilaterally took action to modify wages, insurance and pension benefits.  The Union asserts 
that the invocation of Section 447.4095, F.S. was improper and was waived by the City in the CBA.  
Further, the Union alleges that, prior to their enactment, the modifications to the CBA were discussed in a 
closed door, unnoticed shade meeting in violation of Section 447.605, F.S. (an exemption to the Sunshine 
Law).  Finally, the Union asserts that the City failed to bargain collectively and in good faith by enacting 
the changes of August 31, 2010, by not providing the Union with notice in advance, and by failing to 
discuss, bargain over, impact bargain, or complete the process set forth in Section 447.403 and/or Section 
447.4095, F.S.  The City received a recommended order from the Hearing Officer in its favor, which was 
adopted by the Commission.  The District Court of Appeal, Third District affirmed, and the Florida 
Supreme Court has stayed the case pending resolution of Headley v. City of Miami. As of date of the 
report the City cannot predict the outcome of this case of financial consequences, if any.

Securities and Exchange Commission v. City of Miami and Former Budget Director, The plaintiff 
filed an action in the United States District Court in and for the Southern District of Florida against the 
City alleging that affirmative steps were taken to mislead the financial status of the City, thus allegedly 
misleading bond investors. In December 2013, the Court denied Motions to Dismiss filed by the City and 
by the City’s former budget director.  In January 2014, the former budget director appealed to the United 
States Court of Appeals for the Eleventh Circuit, the lower Court’s denial of the former budget director’s 
Motion to Dismiss and filed a Motion for Stay of Proceedings Pending Appeal, which the lower Court 
granted on January 30, 2014. Subsequently, although the Eleventh Circuit denied the former budget 
director’s appeal in an unpublished opinion, on January 20, 2015 the Eleventh Circuit granted the former 
budget director’s motion for stay of issuance of mandate pending Petition for Writ of Certiorari to the 
United States Supreme Court. Mr. Boudreaux has until March 17, 2015 to file his Petition for Writ of 
Certiorari. The City cannot predict the outcome of this investigation or the financial consequences if any, 
resulting from any action on the part of the SEC. 
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Securities and Exchange Commission Investigation: Florida Marlins Stadium Bonds.  On December 
1, 2011, the City was notified by subpoena by the Miami Regional Office of the Securities and Exchange 
Commission (“SEC”) that the SEC’s staff was conducting a non-public inquiry concerning, inter alia,
Miami-Dade County (“County”) bond offerings in connection with the financing and construction of a 
Major League Baseball Stadium (“Stadium”) with the Miami Marlins, City taxable and tax-exempt bond 
offerings in connection with the financing and construction of ancillary parking facilities, and financial 
matters of the Miami Marlins.

The City is cooperating fully with the SEC investigation and is providing information in response to the 
SEC's subpoena.  The SEC has not advised the City when the investigation, which appears to be in its 
early stages, is expected to be concluded or of any potential outcome of the investigation, and the City 
cannot predict either the duration of the investigation or its outcome. The City cannot predict the outcome 
of this investigation or the ultimate consequences resulting from any action on the part of the SEC. 

Pursuant to the City Parking Agreement, effective as of April 15, 2009, by and among the City, the 
County, and Miami Marlins Stadium Developer LLC assigned to Stadium Parking LLC, Miami Parking 
Authority (“MPA”), on behalf of the City, operates and manages the City’s parking facilities which were 
financed by the Baseball Stadium Parking Garage Bonds.

Internal Revenue Service Examination: $153,060,000 City of Miami, Florida Limited Ad Valorem 
Tax Refunding Bonds, Series 2007A (Homeland Defense/Neighborhood Capital Improvement 
Projects) & City of Miami, Florida Limited Ad Valorem Tax Bonds, Series 2007B (Homeland 
Defense/Neighborhood Capital Improvement Projects) dated July 10, 2007 (collectively, the “2007 
Homeland Defense/Neighborhood Capital Improvement Bonds”).  Since November 18, 2011, the 
City of Miami, Florida (“City”) has been cooperating with the examination by the U.S. Department of 
Treasury, Internal Revenue Service (“IRS”) of the Series 2007A&B Bonds. On October 18, 2013, the IRS 
sent to the City a Notification of No Change Determination, which completes that examination, confirms 
the tax-exempt status of the Series 2007A&B Bonds, and requires the City to continue to yield restrict 
any unspent proceeds and to spend any remaining proceeds as soon as possible.  Currently, the City 
continues its required spend-down progress and continues to yield restrict any remaining unspent 
proceeds and interest of the Series 2007 A&B Bonds. 

Petroleum Products Corporation, An environmental claim is presently being asserted by the United 
States of America involving an alleged disposal by the City of Miami Fire Department’s service garage of 
83,055 gallons of waste oil to Petroleum Products Corporation ("PPC") on November 25, 1972.  PPC 
allegedly operated as a processor and broker of waste oil at a site located in Hollywood, Florida, and, 
during its period of operation, disposed of sludges generated from the oil refining process in unlined pits 
on the site. Contamination assessment and initial remedial activities undertaken by the United States 
Environmental Protection Agency ("EPA) and the State Department of Environmental Protection 
("DEP”) during the past ten (10) years indicate that the soils and groundwater at the site are significantly 
contaminated by waste oil and other hazardous wastes. 

Based on an invoice, allegedly documenting the City’s involvement in this matter, the EPA has advised 
that it considers the City a generator of hazardous wastes at the site and, therefore, jointly and severally 
liable for the cleanup and recovery costs at the site.  EPA’s preliminary estimate for the collective costs of 
remedial activities at the site is approximately $26 million dollars.  It should be noted that in April, 1999, 
the EPA offered the City a de minimus settlement offer of $344,109; however, the City rejected the offer.  
Outside counsel has re-evaluated this matter for the City and estimated the City's potential exposure for 
soil cleanup activities to be $154,960. This sum was calculated by multiplying the City's allocated share 
of liability within the Cooperating Parties Group ("CPG") - 0.596% - against what 

 
125



CITY OF MIAMI, FLORIDA
NOTES TO FINANCIAL STATEMENTS

counsel for the CPG ("Common Counsel") has advised is one possible worst case cost scenario to the 
CPG - $20 million.

The City has joined the group of Potentially Responsible Parties ("PRP"s), and has entered into a Consent 
Decree with EPA on the first phase of a three-phased approach to the cleanup of the site, generally known 
as Operable Unit 1, 2 and 3. Following the execution of the Consent Decree by all settling PRPs, and 
completion of the remedial design at the site, and after further negotiations with EPA, the group of 
settling PRPs has taken a very aggressive technical posture at the site.  The remedial design addresses not 
only free product recovery (OU-3), but also aims to achieve significant flushing of impacted soils (OU-2).

Litigation

The City is involved in various lawsuits arising in the ordinary course of operations.  Although the 
outcome of these matters is not presently determinable, it is the opinion of management of the City based 
upon consultation with legal counsel, that the outcome of these matters will not have an adverse material 
effect on the financial position of the City beyond the amounts accrued for its self-insured liability.  

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for expenditure 
of funds are recorded in order to reserve that portion of the applicable appropriation, is utilized in the 
governmental funds. Encumbrances do not constitute expenditures or liabilities and are recorded in the 
appropriate fund balance classifications of restricted, committed or assigned in accordance with the City’s 
fund balance policy.

The City has outstanding encumbrances in the governmental funds.  The following is a summary of these 
commitments at September 30, 2014:

NOTE 13. – PRONOUNCEMENTS ISSUED, BUT NOT YET ADOPTED

GASB Statement No. 68, Accounting and Financial Reporting for Pension, an Amendment of GASB 
Statement No. 27, establishes accounting and financial reporting requirements related to pensions for 
governments whose employees are provided with pensions through pension plans that are covered by the 
scope of this Statement, as well as for nonemployer governments that have a legal obligation to contribute 
to those plans. The provisions of this Statement are effective for financial statements for the City’s year 
ending September 30, 2015.
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The City’s management has not yet determined the unfunded portion.  The adoption of this statement will 
require the City to record a material liability for the unfunded portion of its plans.

GASB Statement No. 69, Government Combinations and Disposals of Government Operations, 
establishes accounting and financial reporting standards related to government combinations and 
disposals of government operations.  The provisions of this Statement are effective for financial 
statements for the City’s year ending September 30, 2015.

GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial 
Guarantees, establishes accounting and financial reporting standards by governments which extend and 
receive nonexchange financial guarantees.  The provisions of this Statement are effective for financial 
statements for the City’s year ending September 30, 2015.

GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement 
Date—an amendment of GASB Statement No. 68, establishes requirements for accounting and financial 
reporting for pensions by state and local government employers and nonemployer contributing entities. 
The provisions of this statement should be applied simultaneously with the provisions of GASB 68. 

GASB Statement No. 72, Fair Value Measurement and Application, by requires measurement of 
certain assets and liabilities at fair value using a consistent and more detailed definition of fair value and 
accepted valuation techniques. This Statement also will enhance fair value application guidance and 
related disclosures in order to provide information to financial statement users about the impact of fair 
value measurements on a government’s financial position.

The City’s management has not yet determined the effect these statements will have on the City’s 
financial statements.

NOTE 14. – SPECIAL ITEM 

In March 2014, the DOSP entered into a sale / construction agreement with a third-party developer. 
Under the agreement, the developer is contractually obligated to do as follows: (1) upgrade and improve 
one of the DOSP’s existing municipal garages for an amount not to exceed $1.5 million, and (2) expand 
the parking capacity of the garage, as well as create office and retail facilities for a cost of approximately 
$4.6 million. Due to zoning restrictions, DOSP gave back a portion of the proposed retail to the developer 
and received $0.5 million in cash. In exchange, the DOSP transferred a land parcel adjacent to the garage 
to the developer. The land parcel had a net book value of $4.8 million. This transaction yielded a gain of 
$1.3 million and is presented as a special item in the Discretely Presented Component Units Statement of 
Activities during fiscal year ended September 30, 2014.
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Notes to Required Supplementary Information

City of Miami, Florida
Year Ended September 30, 2014

(Unaudited)
NOTE 1. - BUDGETARY POLICY 

A. Budget Policy 

The City Commission annually adopts an operating budget ordinance for all governmental funds of the City, except for 
the Capital Project Funds.  The Capital Project Funds are budgeted on a total project basis for which annual budgets are 
not available. For governmental funds, budgets are prepared on a basis consistent with accounting principles generally 
accepted in the United States of America. 

B.  Budget-Legal Compliance 

The City follows these procedures in establishing the budgetary data reflected in the accompanying financial 
statements:

Prior to August 31st, the City Manager submits to the City Commission a proposed operating budget by fund, •
except for the General Fund, which is at the departmental level, for the fiscal year commencing the upcoming 
October 1st. The operating budget includes proposed expenditures and the means of financing them. 

The Mayor prepares and delivers a budgetary address annually to the people of the City between July 1 st and •
September 30th.

Such report is prepared after consultation with the City Manager.•

Public hearings are conducted to obtain taxpayer comments. •

Prior to October 1st, the budget is legally enacted through the passage of a resolution and adoption of the budget •
report.

Management may not make changes to the adopted budget without the approval of a majority vote of the •
Commission.

The Commission may transfer among departments any part of an unencumbered balance of an appropriation to a •
purpose for which an appropriation for the current year has proved insufficient. At the close of each fiscal year, 
the unencumbered balance of each appropriation reverts to the fund from which it was appropriated and is subject 
to future appropriations. 

Budgets are monitored at varying levels of classification detail; however, budgetary control is legally maintained •
at the fund level except for the General Fund, which is maintained at the departmental level. 

All budget amendments require City Commission approval.  During fiscal year 2014, supplemental appropriations 
totaling $16.1 million in the General Fund, $11.5 million in the Fire Rescue Services Fund, $7.2 million in P ublic 
Safety Capital Fund, $8.2 million in General Government Capital Fund, $19.4 million in the Streets and Sidewalks 
Capital Fund, $35.0 in Special Obligation Bonds and $29.2 million in Other Non-Major Funds was required to fund 
expenditures for unanticipated program requirements.

During fiscal year 2014, the General fund had expenditures of approximately  $2.2 million attributable to capital 
expenditures; these expenditures are budgeted at the department level and not reported separately on the General Fund 
Budget to Actual Schedule of Revenues, Expenditures and Changes in Fund Balance presented on page 128. 
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Required Supplementary Information

City of Miami, Florida
Schedule of Changes in the Net Pension

Liability and Related Ratios (as required by GASB 67)
September 30, 2014

($ in thousands)
(Unaudited)

General and General and Elected
Firefighters General and Sanitation Sanitation Officers

and Sanitation Employees Employees Retirement
Police Employees Excess Benefit Staff Trust Plan Trust
(FIPO) (GESE) (GESE Excess Plan) (GESE Staff Plan) (EORT)

Total pension liability
Service cost 17,233$            8,678$               -$                      77$                        257$
Interest 155,339            64,249               427                    345                        308

Changes of benefit terms -                        -                        -                        -
Differences between expected and actual experience (6,639)               -                        763                    -                             (251)
Changes of assumptions -                        -                        -                        -
Benefit payments, including refunds of member contributions (139,860)           (73,771)             (556)                  (311)                       (261)

Net change in total pension liability 26,073              (844)                  634                    111                        53

Total pension liability - beginning 2,123,883         882,262             9,200                 4,705                     8,100
Total pension liability - ending 2,149,956         881,418             9,834                 4,816                     8,153

Plan fiduciary net position
Contributions - employer 47,655              30,710               562                    292
Contributions - member 9,463                7,231                 -                        23
Net investment income 133,609            65,273               -                        338                        (20)
Benefit payments, including refunds of member contributions (139,860)           (71,903)             (557)                  (311)                       (261)
Administrative expenses (2,086)               (266)                  (5)                      -                             (2)
Depreciation expense (43)                    -                        -                        -
Refunds of contributions - (1,868) - -
Net change in plan fiduciary net position 48,738 29,177 - 342 (283)

Plan fiduciary net position - beginning 1,699,959 590,384 2,848 6,258
Plan fiduciary net position - ending 1,748,697$ 619,561$ -$ 3,190$ 5,975$

City's net position liability 401,259$ 261,857$ 9,834$ 1,626$ 2,178$

Covered-employee payroll 85,223$ 66,370$ 66,370$ 299$ 299$

Net pension liability as a percentage of covered-employee 470.83% 394.54% 14.82% 543.81% 728.43%
payroll

Note to Schedule:
This Schedule is presented to illustrate the requirement of GASB 67.
Currently only data for fiscal year ending September 30, 2014 is available.
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Required Supplementary Information

City of Miami, Florida
Schedule of Contributions (as required by GASB 67)

September 30, 2014
($ in thousands)

(Unaudited)

General and General and
General and Sanitation Sanitation
Sanitation Employees Employees
Employees Excess Benefit Staff Trust Plan

(GESE) (GESE Excess Plan) (GESE Staff Plan)
Actuarially determined contribution 30,710$              562$                          292$                       
Contribution made in relation to the actuarially determined 

contribution 30,710                562                            292                         
Contribution deficiency (excess) -$                        -$                               -$                            

Covered-employee payroll 66,370$              66,370$                     299$                       
Contributions as a percentage of 

covered-employee payroll 46.27% 0.85% 97.66%

Notes to Schedule

Measurement date: September 30, 2014

The following actuarial methods and assumptions were used to determine contribution rates reported in the Schedule of Contribution:

General and 
Sanitation Employees

Elected Officers 
Retirement Trust 

(EORT)
Valuation date: October 1, 2013 January 1, 2013
Actuarial cost method: Entry Age Normal Projected Unit Credit
Amortization method: Level percent, closed Level dollar, closed
Remaining amortization period: 9 to 20 years 5 to 9 years
Equivalent single amortization perio 14 years
Asset valuation method: 5-Year Smoothed Market Market Value
Actuarial Assumptions:

Investment rate of return 7.8% 3.75%
Projected salary increases 4% to 8.75% 0.00%
Payroll Growth 3.0% 0.00%
Includes inflation at 3.5% 2.50%
Cost of living adjustments 4% per year, with $54 

per year minimum and 
$400 per year 

maximum

None

 

Valuation date:
Actuarial cost method:
Asset valuation method:

Actuarial Assumptions:
Interest rates
Inflation at
Projected salary increases
Expense and or Contingency 
Loading

Firefighters and Police
October 1, 2013

Aggregate Cost Method

7.5% net of investment expenses
3.25%

1.5-5% for promotions and other 

$2,222,561

20% Write-Up Method: Expected actuarial value of assets, 
adjusted by 20% of the difference between expected actuarial 
value and actual market value (net of pending transfers to the 
COLA Fund)

Firefighters
and

Police
(FIPO)

3.5%

Not applicable

7.8%
4% to 8.75%

3.5%

47,306$             

47,306               
-$                       

93,705$             

50.48%

General and Sanitation 
Employees Staff Plan 

Entry Age Normal
Level dollar, closed

3 to 20 years

3-Year Smoothed Market
12.5 years

7.8%
6.0%

General and Sanitation Employees 
Excess Plan 

Entry Age Normal
Level dollar amounts, closed

17 years

Elected
Officers

Retirement
Trust

(EORT)
570$               

-                      
570$               

299$               

0.00%

October 1, 2013 October 1, 2013

None
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Required Supplementary Information

City of Miami, Florida
Schedule of Investment returns (as required by GASB 67)

September 30, 2014
($ in thousands)

(Unaudited)

General and General and Elected
Firefighters General and Sanitation Sanitation Officers

and Sanitation Employees Employees Retirement
Police Employees Excess Benefit Staff Trust Plan Trust
(FIPO) (GESE) (GESE Excess Plan) (GESE Staff Plan) (EORT)

Annual money-weighted rate of return,
net of investment expense 8.60% 11.20% Not applicable (a) 12.10% -0.36%

Note to Schedule:
This Schedule is presented to illustrate the requirement of GASB 67.
Currently only data for fiscal year ending September 30, 2014 is available.
(a) The GESE Excess Plan has no assets
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Non-major Governmental Funds

SPECIAL REVENUE FUNDS
Special Revenue Funds are used to account for special revenues that are 

legally restricted to expenditures for specified purposes.

Community Redevelopment Agency (OMNI CRA) – To account for 

revenues and expenditures to be used for general operations in the defined 

OMNI Community Redevelopment Area.

Community Redevelopment Agency (Midtown CRA) – To account for 

revenues and expenditures to be used for special operations in the defined 

Midtown Community Redevelopment Area.

Community Redevelopment Agency (SEOPW) – To account for revenues 

and expenditures to be used for special operations in the defined Southeast 

Overtown Park West Community Redevelopment Area.

Homeless Program – To account for the activities of the City’s homeless 

program.

Community Development – To account for the proceeds from the 

Federal government under the U.S. Department of Housing and Urban 

Development.

Choice Housing Vouchers – To account for the monies received for 

administration and assistance to be provided in accordance with Section 

8 of the U.S. Housing Act of 1937, as amended, under the Choice Housing 

Voucher Program.

State Housing Initiatives Program (SHIP) – To account for the monies 

received from the State of Florida Housing Finance Corporation to used to 

provide home ownership and rental housing programs at the local level.

Convention Center – To account for the operations of the City of Miami/ 

University of Miami James L. Knight International Center and Parking 

Garage.
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Non-major Governmental Funds

SPECIAL REVENUE FUNDS
Economic Development & Planning Services – To account for the 

operations of the Economic Development and Planning Services.

NET Offices – To account for the operations of the City’s Neighborhood 

Enhancement Teams (Net Offices).

Parks & Recreation Services – To account for the operations of the 

Parks and Recreation Services.

Police Services – To account for the proceeds of various grants 

from Local, State, and Federal Agencies that are expended for police 

activities.

Law Enforcement Trust – To account for confiscated monies awarded 

to the City for law enforcement related expenditures as stipulated by 

State Statutes.

Public Works Services – To account for the proceeds granted from 

Local and State Agencies to be used for maintenance of streets, 

highways, sidewalks and infrastructure.

City Clerk Services – To account for the operations of the Passport 

Facility, Municipal Archives and Records, and related programs.

Emergency Services Fund – This Special Revenue Fund accounts for 

grants and FEMA reimbursements related to disasters.  Additionally, 

this fund accounts for non-disaster related reimbursable expenditures.

General Special Revenue – To account for activities that are designated 

as special revenue which do not fall into one of the previous special 

revenue categories.
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Non-major Governmental Funds

SPECIAL REVENUE FUNDS
Departmental Improvement Initiatives – To account for the funds 

designated for the City of Miami initiatives related to quality of life and 

technology.

Transportation and Transit – To account for the operations of the 

City’s transit and transportation projects.

Miami Ballpark Parking Facility - To account for the operations of the 

Miami Ballpark Parking Facility.

Liberty City Revitalization Trust – To account for the revitalization 

efforts for the redevelopment of the Liberty City Community 

Revitalization District.

Solid Waste Recycling Trust – To account for funds received through 

the recycling program that are utilized to pay for scholarships annually 

to educational institutions for Solid Waste employees and for the 

children or legal dependents of Solid Waste employees.

Virginia Key Beach Trust – To account for the activities to preserve, 

restore, and maintain the Historic Virginia Key Beach Park.
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DEBT SERVICE FUNDS

Non-major Governmental Funds

Debt Service Funds are used to account for the accumulation of 

resources, payments of general obligation bond principal, interest 

from government resources, special obligation bond principal and 

interest from pledged revenues when the government is obligated in 

some manner for the payment.

General Obligation Bonds – To account for monies for payment of 

principal, interest, and other costs related to various issues of long-

term general obligation bonds.  Debt Service is financed primarily by 

an ad valorem tax.

SEOPW CRA Other Special Obligation Bonds – To account for 

monies for payment of principal, interest, and other costs related to 

various CRA special obligation bonds and loans.
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Non-major Governmental Funds

CAPITAL FUNDS PROJECT
Capital Projects Funds are used to account for the acquisition and 

construction of major capital facilities.

SEOPW Community Redevelopment Agency - To account for the 

acquisition or construction of major capital facilities for community 

redevelopment in the defined Community Redevelopment Area.

Transportation and Transit – To account for expenditures for the 

improvement to infrastructure that enhances transportation options, 

improves safety, and increases mobility within city limits.

Sanitary Sewers – To account for expenditures for the construction of 

sanitary sewers.

Storm Sewers – To account for expenditures for the construction of 

storm sewers.

Solid Waste – To account for the acquisition of equipment or facility 

maintenance associated with the collection and removal of solid 

waste.

Public Facilities – To account for the acquisition or construction of 

major capital facilities for public use such as marinas.

Parks and Recreation – To account for the acquisition, rehabilitation, 

or construction of major capital facilities for cultural and recreational 

activities such as parks, elderly and youth day care centers.

Disaster Recovery – To account for revenue received from the 

Federal Emergency Management Agency (FEMA), insurance and other 

agencies as reimbursement for city-wide disasters in the areas of debris 

removal, roads and bridges, buildings and equipment, parks, marinas, 

stadiums and other measures of relief.

Mass Transit – To account for the expenditures related to mass transit.
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FIDUCIARY FUNDS
Fiduciary Funds are used to account for assets held by the City in a 

trustee capacity.

Firefighters and Police Officers (FIPO)

This Pension Trust Fund is used to account for the accumulation of 

resources to be used for the payment of retirement benefits to Police 

and Firefighters.  Resources are contributed by employees at rates 

fixed by law and by the City at amounts determined by annual actuarial 

valuations.

General Employees and Sanitation Employees (GESE) 

These Pension Trust Funds are used to account for the three separate 

GESE Plans (GESE Members, Excess Plan and Staff Plan).  The funds 

are used to account for the accumulation of resources to be used 

for the payment of retirement benefits to City employees, other than 

police and firefighters.  Resources are contributed by employees at 

rates fixed by law and by the City at amounts determined by annual 

actuarial valuations. 

City of Miami Elected Officers’ Retirement Trust (EORT) 

This Fund is used to account for the accumulation of resources to 

be used for the payment of retirement benefits to elected officials.  

Resources are contributed by the City in amounts determined by 

annual actuarial valuations.
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STATISTICAL SECTION
Capital Projects Funds are used to account for the acquisition and 

This part of the City’s comprehensive annual financial report presents 

detailed information as a context for understanding what the 

information contained in the financial statements, note disclosures, 

and required supplementary information says about the City’s overall 

financial health.

Financial Trends

These schedules contain trend information to help the reader 

understand how the City’s financial performance and well-being have 

changed over time. 

Revenue Capacity

These schedules contain information to help the reader assess the 

City’s most significant local revenue source, the property tax. 

Debt Capacity

These schedules present information to help the reader assess the 

affordability of the City’s current levels of outstanding debt and the 

City’s ability to issue additional debt in the future. 

Demographic and Economic Information

These schedules offer demographic and economic indicators to 

help the reader understand the environment within which the City’s 

financial activities take place. 

Operating Information

These schedules contain service and infrastructure data to help the 

reader understand how the information in the City’s financial report 

relates to the services the City provides and the activities it performs.
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