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March 20, 2020

The Board of Trustees

City of Miami General Employees’ and Sanitation Employees’
Retirement Trust and Managed Trusts

City of Miami, Florida 33133

It is our pleasure to provide you with a copy of the Comprehensive Annual Financial Report
(“CAFR") for the City of Miami General Employees’ & Sanitation Employees’ Retirement Trust
and Managed Trusts (the “Trusts”) for the fiscal year ended September 30, 2019.

Management assumes full responsibility for the accuracy and reliability of the information
including the completeness and fairness of its presentation. Cost of a control should not exceed
the benefits to be derived, the objective is to provide a reasonable, rather than absolute assurance
that the financial statements are free of any material misstatements. The basis for these
representations, management has established a comprehensive internal control framework that
is designed to provide reasonable, but not absolute, assurance of the safeguarding of assets
against loss from unauthorized use or disposition and the adequate reliability of accounting
records. Monitoring and evaluation of internal controls is a function that is maintained on an
ongoing basis.

The financial statements have been audited by a firm of licensed certified public accountants in
the State of Florida as required by state statute. The goal of the audit was to provide reasonable
assurance that the financial statements are free of material misstatement. The audit was
conducted in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits in Government Auditing Standards issued by the Comptroller
General of the United States. The independent accounting firm, Anthony Brunson P.A,
concluded that there was a reasonable basis for rendering an unmodified opinion that the financial
statements for the year ended September 30, 2019, are fairly stated in conformity with U.S.
generally accepted accounting principles. The Independent Auditor’'s Report is presented as the
first component of the financial section of this report. Immediately following the Independent
Auditor’'s’ Report is Management’s Discussion and Analysis (“MD&A”). It contains a condensed
analysis of the financial and investment sections. This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it.

BACKGROUND INFORMATION

Trusts’ History

The City of Miami General Employees’ and Sanitation Employees’ Retirement Trust and
Managed Trusts is a retirement system that includes four separate defined benefit plans

representing pension trust funds of the City of Miami, Florida (the “City”). The Trusts consist of a
single employer plan covering general and sanitation employees of the City, an excess benefit
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plan covering retirees exceeding the maximum benefit, a single employer plan covering the staff
of the Trusts, and an excess staff benefit plan.

A defined benefit pension trust for all City employees was instituted by City of Miami Ordinance
No. 5624, effective July 1, 1956. Pursuant to the final judgment entered on May 23, 1985, in the
matter of Leonard Gates, et al vs. City of Miami (the “Gates Agreement”), the City of Miami
General Employees’ and Sanitation Employees’ Retirement Trust (the “GESE Trust”) was
established by Ordinance No. 10002 effective June 13, 1985, to serve permanent employees
other than firefighters and police officers. The Gates Agreement separated the GESE Trust from
the Firefighters and Police Officers’ Trust and set individual pension Board guidelines and funding
requirements. Members contribute 10% of compensation to the plan. Benefits are based on a
percent (“benefit multiplier”) of the average final compensation multiplied by years of creditable
service (3%, 2.25%, 2.5%, and 2.75%). The plan normal retirement age is 55 and 60. A minimum
10 years of service is required to become eligible for a benefit, including vesting. Members may
also retire based on a point system where age and years of service add to at least 70 or 80 points
based on member’s eligibility.

As part of the GESE Trust, a Deferred Retirement Option Program (“DROP”) was established in
March 2002, pursuant to City of Miami Ordinance No. 12202. The DROP was available to all
gualified active GESE Trust members effective May 1, 2002. The DROP allows a participant to
accumulate deferred pension benefits while continuing to work as an active member. A
BACKDROP benefit option was implemented effective on January 1, 2013. The backdrop option
shall replace the DROP for members who were not eligible to retire as of date of implementation,
members who were not vested as of October 1, 2010 and all employees hired on or after January
1, 2013.

The City of Miami established a qualified governmental excess benefit plan in Section 40-265 of
the Miami City Code in July 2000. The City of Miami General Employees’ and Sanitation
Employees’ Retirement Excess Benefit Plan (the “Excess Benefit Plan”) was intended to pay the
GESE Trust participants, whose benefits exceeded the amounts permitted by Sections 415 and
401(a)(17) of the Internal Revenue Code. The Board of Trustees of the City of Miami General
Employees’ and Sanitation Employees’ Retirement Trust administers the Excess Benefit Plan
through a Grantor Trust Agreement with the City of Miami. The original plan’s effective date was
October 1, 2000.

On April 27, 2001, the Board of Trustees, within their rule making authority as allowed under
Section 40-244 of the Miami City Code, approved a defined benefit plan for the staff employees
of the GESE Trust. The City of Miami General Employees’ and Sanitation Employees’ Retirement
Trust Staff Pension Plan (the “Staff Plan”) was adopted by the board on May 25, 2001. Members
contribute 10% of compensation to the plan. Normal retirement is a minimum of 10 years of
service regardless of age. Benefits are based on 3% of the average final compensation multiplied
by years of creditable service. On May 25, 2001, the board adopted the Staff Excess benefit plan
(“Staff Excess”) for members of the staff, whose benefit exceeded the amounts permitted by
Section 415 and 401 (a)(17) of the Internal Revenue Code.

Plan Administration
A nine member Board of Trustees, who are considered fiduciaries, govern the Trusts. The Board

meets at least once every two months as required by City ordinance. Trustees are selected as
follows: one trustee selected by the City Manager, two trustees selected by the general



employees, two trustees selected by the sanitation employees, and four independent trustees
submitted by the unions and selected by the City Commission.

As fiduciaries of the Trusts, the Board performs their duties and responsibilities solely in the
interest of members of the retirement plans. In order to achieve their goals, the Board has
employed the services of support staff including a pension administrator to perform daily
functions. Services provided by support staff include accounting and financial reporting, member
and employer contributions processing, retiree benefits calculations, and monthly disbursement
of benefits to retirees or beneficiaries.

The Board employs the services of a consulting actuary, a custodial bank, an investment
consultant and several investment managers and other consultants as deemed necessary. An
actuarial valuation for each plan is performed by the actuary on an annual basis to determine the
amount of the City’s annual contribution. The custodial bank has the responsibility of
safeguarding assets and reporting monthly investment manager activity. The investment
consultant assists the Board in various investment related functions including asset allocation,
selection of investment managers, and monitoring and reporting of investment performance. The
services of several investment managers are utlized to achieve the goals of investment
diversification, and the maximization of returns that meet or exceed the Trusts’ actuarial interest
rate assumption with reasonable risk. A third party financial organization is utilized as the
administrator and investment advisor to assist individual participants with their DROP accounts.

Pursuant to the Gates Agreement, all administrative expenditures of the Trusts, other than
investment expenses are to be funded by the City. These expenditures are based upon a budget
approved by the Board of Trustees prior to the beginning of the fiscal year. Budgetary controls
are maintained in the form of recording all expenditures in the accounting records and performing
variance analysis. All administrative expenditures other than investment manager fees are
considered budgeted expenditures reimbursable by the City. All investment manager fees are
negotiated and based upon the fair value of assets being managed and are not reimbursed by
the city.

The Board continues to review all aspects of the Trusts to comply with its policies and regulations.
All efforts continue in administering the Trusts in an efficient and cost effective manner. The Board
and management remain committed to serving the needs of its participants in a diligent manner.

INITIATIVES

The Trust’s website over the years has been superseded by technological advances. We have
been working behind the scenes, for quite some time, on ideas to upgrade the site with the goal
of making the site more appealing, relevant, and cost effective to maintain. This fiscal year, we
finally revealed the new and improved website with more versatility and capabilities than we ever
have had before. More forms are available for the members of the plans such as the change of
address form, direct deposit authorization, and the change of beneficiary form to name a few.
Drop downs have been added with a substantial amount of essential information for all retired
and active members. Finally, past and current board meeting agendas, minutes and reports are
also available online. Overall we are pleased with the site and it has been well received by all
viewers.



The investment manager’s fee reduction initiative, based on performance, generated a savings
of approximately $38,000. The fee reduction is continuously being examined by the Board of
Trustees.

We have had in place for a number of years now, a pension verification form to confirm the most
up to date, relevant information on retirees and beneficiaries of the plan. Due to the current
business environment, we have had to implement a compliance policy to minimize fraud. After
giving a reasonable amount of time and attempts to contact all the retirees, we will now put a hold
on any future benefit payments, until a contact has been made.

INVESTMENT ACTIVITIES

The investments are governed by the “prudent person rule” which established standards that
states fiduciaries shall discharge their duties solely in the interest of the fund participants and with
the degree of diligence, care and skill which prudent persons would ordinarily exercise under
similar circumstances in a like position. The Board has established investment policies based
upon criteria that allows for the delegation of investment authority to professional investment
advisors as permitted by the prudent person rule. The investment policies outline the
responsibility for the investment of the funds and the degree of risk. The investment managers
can use their full discretion as long as they remain within the established guidelines. The
investment policy guidelines are reviewed and amended periodically upon consultation with the
investment consultant. The investment activities of the Trusts are monitored very closely so as
to maintain asset allocation within the established investment guidelines and performance within
the benchmarks. The Board meets at least quarterly with the investment consultant in order to
monitor individual investment manager performance as well as total fund performance.
Investment managers are required to meet with the Board at least once a year, so as to update
the Board on performance related information and investment related events.

In considering investment allocation, the major focus of attention is the long-term returns of the
Trusts. Diversification of investments helps to reduce overall risk. Asset classes currently being
utilized include domestic and international equities, fixed income, real estate and cash. A
summary of asset allocation is provided on page 68 in the investment section of this report. The
GESE Trust shows a target asset allocation of 57 percent in domestic equities, 10 percent in
international equities, O percent in real estate, 30 percent in fixed income and 3 percent in cash
at fiscal year-end. The Staff plan has an asset allocation of 30 percent in fixed income, 48 percent
in large cap equities, 10 percent in international and 9 percent in small cap equities 3 percent in
cash at fiscal year-end.

For fiscal year 2019, investments provided a positive return of 7.1 percent for the GESE Trust
and a positive 4.2 percent return for the Staff Plan. The GESE Trust’'s annualized rate of return
over the last three years was a positive 9.9 percent and over the last five years was 8.0 percent.
The Staff Plan’s annualized rate of return over the last three years was a positive 9.4 percent and
over the last five years was 7.8 percent. For a summary of investment returns, see pages 69-70
in the investment section of this report. A detailed breakdown for the GESE Trust of individual
manager investment style, fund allocation, rate of return, style benchmark, and universe ranking
is provided on page 72-73 in the investment section. For actuarial valuation purposes, the
assumed rate of return was 7.6 percent for fiscal year 2019. It should be noted that the method
of asset valuation utilized for actuarial purposes is a moving market value average over five years.



Therefore, although fund return variations have an impact on actuarial calculations, the impact is
not as high on an individual year due to this market smoothing effect.

FUNDED STATUS

Florida Statutes require local pension plans to be funded based on approved actuarial reports,
except for plans for a select group of employees such as the Excess Benefit Plan. Annual actuarial
valuation reports are prepared by our consulting actuary and submitted to the State of Florida’s
Division of Retirement for approval on an annual basis.

The Trusts’ funding policies provide for the City of Miami to make periodic employer contributions
at actuarially determined rates. These contributions are sufficient to maintain the actuarial
soundness of the plans and to accumulate sufficient assets to pay benefits when due. The annual
required contributions vary from year to year and are based upon various factors and
assumptions, including investment rates of return. As can be seen from the schedule of employer
contributions on page 58 in the schedules of required supplementary Information section, the City
has consistently contributed the annual required contributions as determined by the plans’
actuary. This policy does not apply to the Excess Benefit Plan which is funded on a pay-as-you-
go basis as benefits become due.

Under GASB 67, the funded ratio is the ratio between the plan net position (Fair value of assets)
and the total pension liability as of each measurement date. The higher the ratio, the better funded
the Trusts are from an actuarial perspective. The schedule of the Net Pension Liability provides
trend funded ratio information. The latest information in accordance with GASB Statement No.
67 is as of the measurement date of October 1, 2019. For the GESE Trust, the plan net position
was $734 million and the total pension liability was $1.054 billion causing a net pension liability of
$320 million. This resulted in a funded ratio of 69.62%. For the Staff Plan, the plan net position
was $4.406 million and the total pension liability was $5.419 million causing a net pension liability
of $1.012 million. This resulted in a funded ratio of 81.32%. The Board, management and its
consulting actuary concur that the Trusts remain in sound financial position to meet their future
obligations to the plan participants and beneficiaries. A detailed discussion of funding is provided
in the Actuarial Section of this report.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (“GFOA”)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Trusts for its
CAFR for the fiscal year ended September 30, 2018. In order to be awarded a Certificate of
Achievement, a government unit must publish an easily readable and efficiently organized CAFR.
This report must satisfy both U.S. generally accepted accounting principles and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. We believe our
current CAFR continues to meet the Certificate of Achievement Program’s requirements and we
are submitting it to the GFOA to determine its eligibility for another certificate.
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The guidance and cooperation of the Board of Trustees in planning and conducting the financial
affairs of the Trusts is greatly appreciated. We would like to express our gratitude to the dedicated
service of our staff and advisors who have worked so diligently to assure the successful operation
of the Trusts as well as the completion of this report.
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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
City of Miami General Employees’ and Sanitation Employees
Retirement Trust and Other Managed Trusts

We have audited the accompanying financial statements of the combined statements of net position of the City of
Miami General Employees’ and Sanitation Employees’ Retirement Trust and Managed Trusts (the “Trusts”) as of
September 30, 2019 and 2018, and the related combined statements of changes in net position for the years then
ended, and the related notes to the financial statements, which collectively comprise the Trusts’ 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 an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America 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 Trusts’ internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material respects, the net
position of the Trusts as of September 30, 2019 and 2018 and changes in net position for the years then ended; in
accordance with accounting principles generally accepted in the United States of America.

Miramar Office \ Miami Office

3350 SW 148™ Avenue | Suite 110 801 Brickell Avenue | Suite 900
Miramar, Florida 33027 Miami, Florida 33131
(954) 874-1721 info@abcpasolutions.com (305) 789-6673



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis information on pages 3 through 12 and the Schedules of Changes in the Net Pension Liability, Schedules
of the Net Pension Liability, and Schedule of Employer Contributions on pages 52 through 58 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information and the supporting
schedules 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 an opinion on the combined financial statements that
collectively comprise the Trusts’ basic financial statements. The introductory section and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial statements.

The Schedule of Administrative Expenses and the Schedule of Investment and Consultant Expenses are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the Schedule
of Administrative Expenses and the Schedule of Investment Expenses 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 January 24, 2020, on our
consideration of the Trusts’ 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
solely 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 the 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 Trusts’ internal control over financial reporting and compliance.

e 1A

January 24%2020



CITY OF MIAMI GENERAL EMPLOYEES’ AND SANITATION
EMPLOYEES’ RETIREMENT TRUST AND MANAGED TRUSTS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2019 AND 2018

The discussion and analysis of the City of Miami General Employees’ and Sanitation Employees’
Retirement Trust and Managed Trusts’ (the “Trusts”) financial performance provides an overview
of the financial activities and funding conditions for the fiscal years ended September 30, 2019 and
2018. Readers are encouraged to consider the information presented in conjunction with the basic
financial statements.

FINANCIAL HIGHLIGHTS

The City of Miami General Employees’ and Sanitation Employees’ Retirement Trust
(“GESE Trust”)

The GESE Trust net results from operations for fiscal year 2019 reflected the following financial
activities:

A net increase of $29 million in plan net position (or 4%) as a result of the fiscal year activities.

Member contributions represent 10% of payroll for fiscal years 2019, 2018, and 2017.
Members contributed approximately $13.1 million in 2019, $10.8 million in 2018, and S11
million in 2017. Member contributions increased by $2.2 million in 2019, decreased $234
thousand in 2018, and increased $1.5 million in 2017. Employee contributions will vary from
year to year and are dependent upon several factors such as salary levels and number of
active members.

Employer contributions increased by $2.6 million (or 6%) during fiscal year 2019, increased
$6.5 million (or 19%) during fiscal year 2018, and increased by $1.5 million (or 4%) during
fiscal year 2017. The amount of employer contributions varies from year to year based on
an actuarially determined requirement.

The investment portfolios had a net investment income of $47 million in fiscal year 2019,
compared to a net investment income of $60 million in 2018 and $79 million in 2017. This
decrease of $13 million followed a decrease of $18 million in 2018.

In 2019, benefit payments and refunds of contributions decreased by $431 thousand (or
0.6%), while in 2018, benefit payments and refunds increased by $1.45 million (or 1.9%), and
in 2017, decreased by $246 thousand (or 0.3%).



CITY OF MIAMI GENERAL EMPLOYEES’ AND SANITATION
EMPLOYEES’ RETIREMENT TRUST AND MANAGED TRUSTS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2019 AND 2018

FINANCIAL HIGHLIGHTS (cont’d)

The City of Miami General Employees’ and Sanitation Employees’ Retirement Excess Benefit
Plan (“Excess Benefit Plan”)

The Excess Benefit Plan reflected the following activities for fiscal year 2019:

Employer contributions for the Excess Benefit Plan decreased by $109 thousand (or 19%);
while in 2018 they decreased by $87 thousand (or 13%); in comparison to 2017 which
decreased by $6 thousand (or 1%).

Employee benefit payments for the Excess Benefit Plan decreased by $109 thousand (or
19%), while in 2018, they decreased by $86 thousand (or 27%); while in 2017, it decreased
by $6 thousand (or 1%).

The Excess Benefit Plan was established so that the amount of the defined benefits for eligible
members is not diminished by changes in the IRS Tax code. The Plan pays GESE Trusts’
participants whose benefits exceeded the amounts permitted by section 415 and 401(a)(17)
of Internal Revenue Code. Accordingly, the Plan does not have a plan net position.

The City of Miami General Employees’ and Sanitation Employees’ Retirement Trust Staff
Pension Plan (“Staff Plan”)

The Staff Plan had the following financial performance results for fiscal year 2019:

Plan net position had an increase of $145 thousand for fiscal year 2019. The plan net position
increased to $4.4 million in fiscal year 2019 from $4.3 million in fiscal year 2018, and from
$3.9 million in fiscal year 2017.

Member contributions for 2019 increased $9 thousand (or 28%), following an increase of $8
thousand (or 33%) in 2018 preceded by an increase of $6 thousand (or 31%) in 2017,
representing 10% of payroll. Employer contributions decreased by $1 thousand (or 0.4%) in
2019 and decreased by $14 thousand (or 6%) in 2018 in comparison to a decrease of $22
thousand (or 8%) in 2017, based on an actuarially determined requirement.

The investment portfolio had net investment income of $177 thousand in fiscal year 2019,
while 2018 showed net investment income of $424 thousand, in comparison to 2017 which
showed net investment income of $439 thousand.

In 2019, benefit payments and refunds decreased by $3 thousand (or 1%), while in 2018
benefit payments and refunds increased by $13 thousand (or 5%), in comparison to a
decrease by $37 thousand (or 11%) in 2017.
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FINANCIAL HIGHLIGHTS (cont’d)

The City of Miami General Employees’ and Sanitation Employees’ Retirement Trust Staff Excess
Pension Plan (“Staff Excess Plan”)

The Staff Excess Benefit Plan had the following results for fiscal year 2019:

e For the Staff Excess Benefit Plan, the City contributes as benefits become payable. As a
result, employer contributions equal benefit payments. In 2019 employer contributions and
benefits paid equal $41,379. In 2018, employer contributions and benefits paid equal
$43,004. In 2017, contributions benefits paid equal $46,199.

e The Staff Excess Benefit Plan is funded as needed to pay benefits and therefore the plan has
no net position. The liability represents some funding in advance as the City of Miami makes

estimated contributions twice a year. The Plan’s effective date began during fiscal year 2016.

OVERVIEW OF FINANCIAL STATEMENTS

Management’s Discussion and Analysis serves as an introduction to the basic financial
statements. The basic financial statements consist of the Statements of Plan Net Position, the
Statements of Changes in Plan Net Position, the notes to the financial statements, and required
supplementary historical trend information including the schedule of funding progress and the
schedule of employer contributions. The basic financial statements are prepared on an accrual
basis in accordance with U.S. generally accepted accounting principles promulgated by the
Governmental Accounting Standards Board.

The Statement of Plan Net Position is a point in time snapshot of account balances at fiscal year-
end. It reports the assets available for future payments to retirees and their beneficiaries less any
current liabilities that are owed as of the fiscal year end. The resulting net position held in trust
for pension benefits are available to meet on-going obligations. The Trusts continue to be soundly
funded. It is important to remember that a retirement system’s funding is a long-term concept,
where temporary fluctuations in the market are expected.

The Statement of Changes in Plan Net Position displays the effect of pension fund transactions
that occurred during the fiscal year. The impact of those activities is shown as additions less
deductions to the plan net position. The trend of additions versus deductions to the Plan indicates
the condition of the Trusts’ financial position over time.

The notes to the financial statements are an integral part of the financial reports. The notes
provide detailed discussions of key policies, activities, and additional background which are
essential for a complete understanding of the data presented in the statements.
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FINANCIAL ANALYSIS

The following is a condensed comparative Statement of Plan Net Position of each of the Trusts.

STATEMENT OF PLAN NET POSITION
September 30,
(in Thousands)

GESE Trust | | Excess Benefit Plan | | Staff Plan | | Staff Excess Benefit Plan
2019 2018 2017 2019 2018 2017 2019 2018 2017 2019 2018 2017
Assets:
Cash S 337 $ 474 S 146 $ 308 30 S 27 S 65 S 78 $ 93 S 58 558 5
Receivables:
Securities sold 1,002 875 4,552
Interest & dividends 1,535 1,598 1,388
Contributions & other 1,203 1,285 1,576 28 18 34 5 5 5
Total receivables 3,740 3,758 7,516 28 18 34 5 5 5
Investments:
Fixed income 200,602 176,533 152,831
Equity securities 531,483 _ 524,797 _ 511,465 - - - 4,338 4,180 3,784
Total investments 732,085 _ 701,331 _ 664,296 - - - 4,338 4,180 _ 3,784
Capital assets 1,380 1,439 1,613
Total assets 737,541 _ 707,002 673,571 58 48 61 4,408 4,263 _ 3,882 5 5 5
Liabilities:
Securities purchased 2,801 1,627 4,819
Other liabilities 876 845 898 58 48 61 1 1 1 5 5 5
Total liabilities 3,677 2,472 5,717 58 48 61 1 1 1 5 5 5
Net position held in Trust
for pension benefits $733,864 $ 704,530 $ 667,854 $ - S - S - $ 4407 $ 4262 S 3,881 $ - S - S

GESE Trust

The net position of the GESE Trust reported in the fiscal year 2019 was $733 million compared to
the net position reported in the fiscal year 2018 of $704 million. The net position increased by
approximately $29 million (or 4%) primarily due to net investment income of $47 million. The
net position in 2017 was $668 million which represented a $50 million increase (or 8%) due to
investment activity.

Excess Benefit Plan

The Excess Benefit Plan is funded as needed to pay benefits and therefore the plan has no net
position. The liability represents some funding in advance as the City of Miami makes estimated
contributions twice a year.
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FINANCIAL ANALYSIS (cont’d)

Staff Plan

The net position of the Staff Plan reported in the fiscal year 2019 was $4.4 million compared to
fiscal year 2018 of $4.3 million and fiscal year 2017 of $3.9 million. The net position increased by
$145 thousand (or 3%) primarily due to the net investment income of $177 thousand.

Staff Excess Benefit Plan

The Staff Excess Benefit Plan is funded as needed to pay benefits and therefore the plan has no
net position. The liability represents some funding in advance as the City of Miami makes
estimated contributions twice a year. The Plan’s effective date began during fiscal year 2016.

The table below shows a condensed comparative summary of the changes in net position and
represents the activities of the Trusts.

STATEMENTS OF CHANGES IN PLAN NET POSITION
For the Years Ended September 30,
(in Thousands)

GESE Trust Excess Benefit Plan Staff Plan :teanf:ff::‘::
2019 2018 2017 2019 2018 2017 2019 2018 2017 2019 2018 2017
Additions:
Contributions
Employer $ 43,527$ 40,879 S 3435 S 478 S 587 S 675 S 232 §$ 233§ 247 S 41 S 43 46
Members 13,095 10,847 11,081 - - - 41 32 25
Total contributions 56,622 51,726 45,437 478 587 675 273 265 272 41 43 46
Reimbursement income 2,551 3,075 2,790 103 101 100
Net investment income 47,382 60,277 78,646 - - - 177 424 439
Total additions 106,555 _ 115,078 _ 126,873 581 688 775 450 689 711 41 43 46
Deductions:
Benefits 72,811 72,722 72,514 478 587 675 305 301 295 41 43 46
Refunds 1,798 2,318 1,067 - - - - 7
Administrative 2,612 3,363 3,143 103 101 100
Total deductions 77,221 78,403 76,724 581 688 775 305 308 295 41 43 46
Change in net position 29,334 36,676 50,149 - - - 145 381 416
Net position held in trust
for pension benefits:
Beginning of year 704,530 _ 667,854 _ 617,705 - - - 4,262 3,881 3,465
End of year $ 733,864 $ 704,530 $ 667,854 S - S - S - S 4407 $ 4262 S 3881 S - $




CITY OF MIAMI GENERAL EMPLOYEES’ AND SANITATION
EMPLOYEES’ RETIREMENT TRUST AND MANAGED TRUSTS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2019 AND 2018

FINANCIAL ANALYSIS (cont’d)

GESE Trust

The changes in plan net position for the GESE Trust reflect the following:

Additions to the plan net position for fiscal year 2019 show $107 million that included member
and employer contributions of $57 million and net investment income of $47 million. This was
a decrease from the fiscal year 2018, when the additions to the net position was $115 million,
which included member and employer contributions of $52 million, and net investment
income of $60 million. For fiscal year 2017 additions were increased by $127 million, which
included member and employer contributions of $46 million, and net investment income of
$79 million.

Deductions to the plan net position decreased by 2% from $78.4 million in fiscal year 2018 to
$77.2 million in 2019 preceded by an increase of 2% from $76.7 million in fiscal year 2018
compared to 2017. Most of the decrease in 2019 relates to a lower administrative cost and
refund payments.

Excess Benefit Plan

For the Excess Benefit Plan, the City contributes as benefits become payable. As a result,
employer contributions equal benefit payments. Employer contributions and administrative
reimbursements decreased $107 thousand (or 16%) from $688 thousand during 2018 to $581
thousand in 2019. Employer contributions and administrative reimbursements decreased $87
thousand (or 11%) from $775 thousand during 2017 to $688 thousand in 2018.

Staff Plan

The changes in plan net position for the Staff Plan reflect the following:

Additions to plan net position decreased by $239 thousand during the year as a result of an
increase in member and employer contributions of $8 thousand and a decrease in net
investment income of $247 thousand. For fiscal year 2018 in comparison to 2017, additions
were decreased by $22 thousand, which included member and employer contributions of $7
thousand, and net investment income of $15 thousand.

Deductions to plan net position decreased by $3 thousand during 2019, while 2018 saw a $13
thousand increase in comparison to 2017, which saw a $37 thousand decrease. Most of the
decrease relates to pension benefit payments and refunds.
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FINANCIAL ANALYSIS (cont’d)

Staff Excess Plan

o For the Staff Excess Benefit Plan, the City contributes as benefits become payable. As a
result, employer contributions equal benefit payments. In 2019, employer contribution
equaled $41,379. In 2018 employer contributions equaled $43,004. In 2017, contributions
equaled $46,199.

INVESTMENT ACTIVITIES

Investment income is very important to the Trusts for current and future financial stability. The
Board employs the services of an investment consultant to annually review and periodically
update the Investment Policy Statements. The Investment Policy Statement for GESE was last
amended January 26, 2018. The Investment Policy Statement for the Staff Plan was also amended
on January 26, 2018.

Portfolio performance is reviewed quarterly for the GESE Trust and semi-annually for the Staff Plan
by the Board and its investment consultant. Performance is evaluated for each individual money
manager, collectively by investment type (i.e. domestic equity) and for the total portfolio.

Asset Allocation

The table below indicates the GESE Trust’s investment policy target and actual asset allocation

for the past two years.
GESE TRUST - SUMMARY OF ASSET ALLOCATION

Policy Guidelines Actual as of September 30
Target Range 2019 2018

U.S. large cap equity 48% 30 - 60% 54.6% 55.1%
U.S. small cap equity 9% 0-15% 7.0% 7.6%
International equity 10% 0-15% 7.8% 8.5%
U.S. fixed income 30% 20-50% 27.6% 25.3%
Real estate 0% 0-10% 0.0% 0.0%
Cash and other 3% 0-10% 3.0% __35%
100.0% _100.0%

The percentage of total assets invested in each asset class was within the policy ranges for the
past two fiscal years. Minor changes in the allocation occurred due to market conditions.
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INVESTMENT ACTIVITIES (cont’d)

The table below indicates Staff Plan’s investment policy target and actual asset allocation for the

past two years.
STAFF TRUST - SUMMARY OF ASSET ALLOCATION

Policy Guidelines Actual as of September 30,

Target Range 2019 2018
U.S. large cap equity 48% 30 - 60% 53.2% 53.9%
U.S. small cap equity 9% 0-15% 13.2% 14.1%
International equity 10% 0-15% 7.3% 7.6%
U.S. fixed income 30% 20-50% 26.3% 24.4%
Cash and other 3% 0-10% 0.0% __0.0%
100.0% _100.0%

The percentage of total assets invested in each asset class was within the policy ranges for the
year. There were minor changes in the allocation among the asset class during the year.

Investment Returns (GESE)

The summary of investment returns reflects the past fiscal year returns as well as the three-year
and five-year annualized rates of return for periods ending September 30, 2019. The rates of
return are money-weighted and calculated based on the market value of assets, time-weighted
for transactions and net of fees.

As of September 30, 2019, the GESE Trust policy portfolio includes the following indices and
weightings: 48% S&P 500, 9% Russell 2000, 10% Europe Australia Far East (EAFE), and 33%
Barclays Aggregate.

The overall performance results for the GESE Trust follows:

GESE TRUST - SUMMARY OF INVESTMENT RETURNS

September 30,
Annualized Return
Year to Date 3 Year 5 Year
Fiscal Year 2019
Total Fund 7.1% 9.9% 8.0%
Policy Portfolio 4.8 % 8.9% 7.5%
Fiscal Year 2018
Total Fund 9.3% 11.0% 8.9%
Policy Portfolio 9.5% 11.1% 8.7%

10
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INVESTMENT ACTIVITIES (cont’d)

Investment Returns (cont’d)

The overall performance results for the GESE Trust continues:

The GESE Trust had a positive return of 7.1%, for the year ended September 30, 2019, as compared
to a 9.3% positive return for the year ended September 30, 2018. The Trust’s positive
performance was the result of strong returns in the equity markets. The fund outperformed the
benchmark for the year 2019 and for the annualized three year and five-year periods.

Investment Returns (STAFF PLAN)

As of September 30, 2019, the Staff Plan’s policy portfolio includes the following indices and
weightings: 48% S&P 500, 9% Russell 2000, 10% MSCI AC World ex US, 33% Barclays Aggregate.

The overall performance results for the Staff Plan follows:

STAFF PLAN - SUMMARY OF INVESTMENT RETURNS

September 30,
Annualized Return
Year to Date 3 Year 5 Year
Fiscal