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March 31, 2016

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, 2015. The financia 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 interna 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.

RSM US LLP, Certified Public Accountants, have issued an unmodified opinion on the City’s basic
financia statements for the year ended September 30, 2015. 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 viathe 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. Itisa
main port of entry into Florida. Now 119 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
awoman — 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 cultura and ethnic diversity of approximately 439,509
residents according to the Bureau of Economic and Business Research, University of Florida 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


http://www.miamigov.com/finance

services fal 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 legaly
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 30" preceding the beginning of the fiscal year on October 1%,
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 islegally 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.



Local Economic Condition and Outlook

Miami’s local economy continues to improve showing strong growth in home prices and tourism.
Miami has become a magjor center and a leader in finance, commerce, culture media, entertainment,
and the arts. Local unemployment continues a steady decline from previous year. Miami experienced
a 5.5 percent unemployment rate as of November 2015, down from 5.8 percent from November
2014. A good business climate has been created for the South Florida economy encouraging growth
in construction, motion pictures, financial 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.

Local Government Financial Trend

The City’s Genera Fund Reserve marked its fifth year of positive growth for the year ended
September 30, 2015. 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

Summary of General Fund Financial Results
by Fiscal Year

2015 2014 2013 2012
Revenuesand Transfersin | $ 604,639,526 | $ 569,457,047 | $ 525,870,000 | $ 518,053,000
Expenditures and Transfers Out 569,657,401 532,497,233 507,943,000 480,153,000
Net Change in Fund Balance 34,982,125 36,959,814 17,927,000 37,900,000
Beginning Fund Balance 112,422,587 75,462,773 57,544,000 19,644,000
Ending FundBalance | $ 147,404,712 | $ 112422587 | $ 75471000 | $ 57,544,000

Housing & Real Estate Market

The City’s tax base increased to $39.9 billion in fiscal year 2015. In terms of vauation, housing
prices continued its upward trend in 2015. The median sales price for single-family homes was up
14.0 percent from prior year to $285,000. However, condominiums showed larger price gains than
single family sales did. Condominiums median sales price increased 2.8 percent in fiscal year 2015
to $200,500 from $195,000 a year ago. Furthermore, the median number of days on the market for
condominiums sold in September 2015 was 58 days, a 1.7 percent decrease from 59 days from ayear

ago.



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 5.5% 5.0% 5.0%

Median Household Income | $ 30858 $ 47212| $ 53482
Persons Below Poverty Level 29.9% 16.35% 14.80%
High School Graduate or Higher 72.0% 86.5% 86.3%
Bachelor's Degree or Higher 23.5% 26.8% 29.3%

Tourism

Tourism is a magjor economic driver for the City. Annual events that attract visitors from across the
country and world include the Miami 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. According to The Greater Miami Convention & Visitors Bureau
(GMCVB), Miami and the Beaches experienced record-breaking travel and tourism numbers with an
increase of 5.4 percent in overnight visitors during the period of September 2014 through August
2015. During that period, GMCVB estimates that Miami and the Beaches hosted 15.1 million
visitors, up from 14.2 million over the same period for the previous year. The economic impact was
$25.1 billion to the destination, up from the previous year' s amount of $23.5 hillion.

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 44 million passengers
for the 2015 calendar year, representing an increase of approximately 3.2 million more passengers
from the prior year. In addition, MIA offers more flights to Latin America and the Caribbean than
any other U.S. airport, is America s second-busiest airport for international passengers, and is the top
U.S. airport for international freight. MIA generates business revenue of $33.7 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 Y ork’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, 2015, the port processed
approximately 4.9 million multi-day cruise passengers. The Port continues to be the world's busiest
cruise port and serves as 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 tons of cargo processed
through the Port during the 2015 fiscal year. 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 September 18, 2015, the Port celebrated the completion of the Deep Dredge project and On-dock
Intermodal Rail. PortMiami is now equipped to welcome super-size container vessels arriving viathe



Panama Canal. It is the only major logistics hub south of Virginia capable of handling fully laden
post-Panamax vessels. More than $1 billion of capital infrastructure projects are now complete and
have transformed PortMiami to amajor U.S. global gateway.

New for FY 2015-16 isthe arrival of Norwegian Cruise Lin€ s new ship, the Norwegian Escape. The
4,200-passenger cruise ship will offer year-round sailings to the Caribbean. The cruise ship will
include awater park, an Aqua Racer slide and the line's first nursery for children 2 and younger.

Major Developments

Miami’s Downtown and Brickell areaisthe heart of major developmentsfor the City. There are huge
changes taking place in the area. These developments will bring more entertainment, culture and arts
to the Downtown area. Miami will also be home to Brickell City Centre, MiamiCentral Station, and
the Film and Television Production facility

The Brickell City Centre project, located in the center of Brickell’s financial district is near
completion. Brickell City Centreisa $1.05 billion mixed-use development and is anticipated to bring
a whole new level of urban living and sophistication to the area and caters to the new Miami
residents. a young, ambitious, and wealthy crowd that travels the world and has sophisticated tastes.
This project alone will generate approximately 1,700 construction jobs in the next four years and
once finished, will employ over 3,700 people. The Swire Group Project will provide our City with
over $4 million dollars annually in property tax revenues plus over a million dollars in parking
surcharge revenues.

In the heart of Downtown Miami construction is underway to build All Aboard Florida Miami
Central station complex. All Aboard Florida's state of the art passenger train arrives in 2016,
connecting Orlando to downtown Miami. Driving from Orlando to Miami takes about four hours.
The train will allow passengers to travel the same distance in about three hours. This project will
attract many visitorsto the city, further expanding the tourism industry.

A new film and television production facility will open in 2016, which is anticipated to grow the
local motion picture industry. The new studio was constructed as a public-private partnership by the
Omni Community Redevelopment Agency (CRA) and will be operated by EUE/Screen Gems. This
facility will serve as a production hub for Viacom’s global entertainment brands including
Nickelodeon, MTV and Comedy Central. Located in central Miami, the studio location offers access
to a highly skilled, multi-lingual talent pool essential to creating globa productions in multiple
languages.

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 FY 2015, there was no new financing. The City is currently evaluating the possibility of
refinancing existing bonds to achieve lower interest cost



Future Outlook

After ayear of continued growth, conditions are set for gradual acceleration of economic activity in
the upcoming 2016 fiscal year. The U.S. economy ended the year on a positive note as the gross
domestic product (GDP) increased at an annual rate of 2.0 percent in the third quarter of 2015. This
increase is reflective of positive contributions from consumer spending, nonresidential fixed
investment, federal, state and local government spending, exports, and residential fixed investments.
In addition, the national unemployment rate dropped to 5.0 percent, which is the lowest level since
2008.

The Federal Open Market Committee (FOMC) expectsinflation toremain near its recent low level of
0 to ¥ percent for the near term. Crude oil prices declined further at the end of third quarter of 2015
and were expected to result in lower consumer energy prices. Energy prices and non-oil import
prices are expected to begin to increase steadily next year. With the energy prices increasing, it is
expected that inflation will rise to 2 percent gradually over the next several years.

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 the City of Miami.

Major Initiatives

The City will continue to build the City’s reserves and keep the City on a path to maintaining the
Financia Integrity Principles, which were achieved in fiscal year 2014. The City will continue to
address the strategic needs for service and reinvesting inits capital infrastructure. In the fall of 2014,
the City of Miami adopted an organization-wide strategic plan for fiscal years 2015, 2016, and 2017.
The strategic plan articulates the City’'s highest-priority objectives for the coming years, provides a
mechanism for managing organizational performance, and facilitates ongoing communication with
the public.

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.

The City isinvesting in its capital infrastructure withimprovements in many of its parks Citywide to
accommodate recent building growth, funding for parks remediation, road improvements, facility
improvements, and vehicle purchases to bolster the aging fleet.

The City is continuing its commitment to the City of Miami Bike Master Plan and Bike Miami Days.
The City’s master plan is the guiding document and one of the steps aimed at creating a diverse set of
transportation alternatives. The advancement of bicycle routes and facilities will create afull array of
accommodations for cyclists allowing cycling to be an easy alternative to automobile use or for
recreational enjoyment of our city. Miami will be a safe place to ride a bicycle creating a more
livable and vibrant City for residents and touristsalike._
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Capital |mprovement Plan

The City’s six-year Capital Improvement Plan has earmarked funding estimated at approximately
$533 million for 818 projects, 293 active and 525 future projects.

CIP Fees/Revenues represent the largest share of funding in the Capital Plan, accounting for 52.1
percent of overall Plan funds. City Bonds represent the second largest funding source, accounting for
22.7 percent of the Plan’s funding. Sources derived from Miami-Dade County represent 9.2 percent
of the Plan. The remaining 15.9 percent of funding is from Federal, State, Grant-Other, and Private
Donations/Other sources.

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

Capital Improvement Program
Revenue by Type

Description Amount Percent
City Bonds $ 121,062,563 22.7%
Private Donations/Other 3,707,124 0.7%
CIP Fees/Revenues 277,598,746 52.1%
State Grants 49,742,497 9.3%
Federal Grants 6,502,265 1.2%
Miami-Dade County Grants 49,129,164 9.2%
Other Grants 21,246,854 4.0%
Other 4,232,000 0.8%
Total s 5332217213

Capital Improvement Program
Expenditures by Fund

Description Amount Percent
Streets and Sidewalks $ 164,684,723 30.9%
CRA Projects 9,593,000 1.8%
Disaster Recovery 1,895,593 0.4%
General Government 92,319,999 17.3%
Mass Transit 3,919,524 0.7%
Parks and Recreation 127,420,295 23.9%
Public Facilities 20,789,262 3.9%
Public Safety 37,641,526 7.1%
Sanitary Sewers 4,207,026 0.8%
Solid Waste 5,616,028 1.1%
Storm Sewers 65,134,237 12.2%

Total $ 533,221,213



Relevant Financial Policies

The City has adopted a comprehensive set of financia 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 al 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. Recommendations for revisions to the policy are currently pending approval by the City
Commission.

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 alonger term is recommended by the Finance Committee.

I nvestment Management Policy

The City adopted a detailed written investment policy on February 26, 2015 that applies to al 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
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 requirementsin 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, designee or investment advisor approved by the City Commission.
The City Manager shall delegate to the Finance Director the responsibility for setting or adjusting
policies and overseeing the City’s investments and investment activities. The active management of
the City’s investments shall be the responsibility of the City’s Finance Director, or he may delegate
such responsibility, in whole or in part, to Treasurer or Assistant Finance Director or, subject to the
approval of the City Commission, an investment advisor experienced in municipal finance that is
registered with the Securities and Exchange Commission under the Securities Exchange Act of 1934.
The City may employ an investment advisor to assist in managing some or al of the City’s
portfolios. Such investment advisor must be registered with the Securities and Exchange
Commission under the Investment Advisors Act of 1940.

Subject to the exceptions in the City’s investment policy, the City may invest in the following types
of securities. (@) The Florida Loca Government Surplus Funds Trust Fund, (b) United States
Government Securities, (c) United States Government Agencies, (d) Federal Instrumentalities, (€)
Interest Bearing Time Deposit or Savings Accounts, (f) Repurchase Agreements, (g) Commerdal
Paper, (h) Corporate Notes, (i)Municipal Securities, (j) Registered Investment Companies (Money
Market Funds), (k) Intergovernmental Investment Pool, (I) Agency Mortgage-Backed Securities, (m)
Asset-Backed Securities, (n) Supranationals and (o) Foreign Sovereign Governments.

For the year ending September 30, 2015, 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.

Financial Integrity Principles

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

The Financia 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 reservesin (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 genera 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.

For the 2015 fiscal year, the City’s General Fund reserves increased by approximately $35.0 million
and had an ending fund balance of approximately $147.4 million. Of the ending fund balance,
approximately $2.5 million is non-spendable; approximately $53.6 million is assigned,
approximately $31.3 million is restricted, and the remaining of approximately $60 is unassigned.
Consequently, based on the results, the City is in compliance with the related Financid Integrity
Principles.

The City’s five year forecast assumes increasing the General Fund's fund balance each of the five
years. General Fund revenues are projected to grow by 8 percent over the next five years, while
General Fund expenditures are projected to grow by 11 percent over the same period. While meeting
fund balance requirements of the Financial Integrity Principles is a significant accomplishment and
reverses the trend of declines experienced infiscal years 2008 through 2009, the ultimate course will
be determined by the City Commission in its review, consideration, and ultimate approva 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
aspossible.

Risk Management — Salf 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.



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, Floridafor its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended September 30, 2014. The
Certificate of Achievement isthe 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 Financia
Reporting is valid for a period of one year only. 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, 2015, 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

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

1

RSMUS LLP Is the U.S. mamber firm of RSM internatianal, a global network of indepansdant audit. ta, and corsuiting firms. Visik ramus.comy’aboutus for mone iInformation reganding RSM USLLP and
RSM internatiand



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:

Percentage of,

Total Assets/ Deferred Total
Reporting Classification Outflow of Resources Revenues/Additions
» Governmental Activities 5% 4%
« Discretely Presented Component Units 19% 32%
» Aggregate Remaining Fund Information 91% 56%

Those 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, 2015, and the respective
changes in financial position thereof 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 14 to the accompanying financial statements, the City adopted the recognition and
disclosure requirements of Governmental Accounting Standards Board (GASB) Statement No. 68,
Accounting and Financial Reporting for Pensions, an Amendment of GASB Statement No. 27, and
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date, an
amendment of GASB Statement No. 68, effective October 1, 2014. The net position and certain deferred
outflows/inflows balances of the governmental activities and the aggregate discretely presented
component units as of October 1, 2014 have been restated. Our opinion is not modified with respect to
this matter.



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison schedules, and other post-employment benefits and
pension schedules as listed in the table of contents be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We 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 was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America 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 is 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 31,
2016, under separate cover, 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.

PSk VS LLP

Miami, Florida
March 31, 2016
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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 financia
statements this narrative overview and analysis of the financial activities of the City for the fiscal year ended
September 30, 2015. 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 —
15 of this report.

Financial Highlights

Theliabilities and deferred inflows of resources of the City exceeded its assets and deferred outflows of
resources at the close of the 2015 fiscal year by approximately $311.5 million (net position deficit).

The City implemented GASB Statement No. 68, Accounting and Financial Reporting for Pensions - An
Amendment of GASB Statement No. 27 (GASB 68). In addition, the City implemented GASB
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date -
An Amendment of GASB Statement No. 68, which addresses an issue regarding application of the
transition provisions of GASB 68. GASB Statements Nos. 68 and 71 require the employer to report the
employer’s net pension liability and related pension amounts of the defined benefit pension plans of
fiscal year end. The implementation of GASB Statement Nos. 68 and 71 described above resulted in a
restatement in the government-wide statements Net Position to report the City’s net pension liability
and related pension amounts for the defined benefit plans (see note 14). The notes to the basic financial
statements and the required supplementary information were expanded to include additional required
schedules and disclosures.

At the close of the current fiscal year, the City’s governmental operating fund (General Fund) reported
a fund balance of approximately $147.4 million, an increase of approximately $35.0 million in
comparison with the prior year.

The City’s total outstanding debt had a net decrease of approximately $24.4 million during the current
fiscal year because of a reduction of principal in accordance with scheduled retirements of bond
payments.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financia 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'sfinances, in amanner 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 isimproving 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, regardiess of the timing of related cash flows. Thus, revenues and expenses are
reported for some items that will only result in cash flows in future fiscal periods (e.g., 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.



CITY OF MIAMI, FLORIDA
MANAGEMENT’ S DISCUSSION AND ANALY SIS (Unaudited)
September 30, 2015

Both of the government-wide financial statements distinguish functions of the City that are principaly
supported by taxes and intergovernmental revenues (governmental activities). The governmenta activities
of the City include general government, planning and development, community development, community
redevel opment 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
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 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, public safety
capital projects fund, and general government capital projects fund, which are considered to be major funds.
Data from the other thirty-six 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 schedul es 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 genera 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.



CITY OF MIAMI, FLORIDA
MANAGEMENT’ S DISCUSSION AND ANALY SIS (Unaudited)
September 30, 2015

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 financia statements can be found on pages 41-42 of this report.
Notesto the Financial Statements

The notes provide additional information that is necessary to acquire a full understanding of the data
provided in the government-wide and fund financia statements. The notes to the financial statements can
be found on pages 47-129 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 130-139 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 145-161 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, the assets and deferred outflows of resources was lower than liabilities and deferred
inflows of resources by $311.5 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 till 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, 2015, the City’s net investment in capital assets was
approximately $614.1 million.

An additional portion of the City’s net position represents resources that are subject to restrictions on how
they may be used. As of September 30, 2015 the City’s portion of restricted net position was approximately
$237.6 million.

The remaining portion represents a unrestricted net deficit of approximately $1163.2 million which is
primarily due to outstanding borrowings for which there are no off-setting assets, along with an increase in
claims payable, net pension liability, and the recognition of the City’s other post-employment benefits
(OPEB) liability.



CITY OF MIAMI, FLORIDA
MANAGEMENT’ S DISCUSSION AND ANALY SIS (Unaudited)
September 30, 2015

At the end of the current fiscal year, the City’s net position decreased from net position of approximately
$412.2 million to approximately a net position deficit of $311.5 million. The reasons for this overal
decrease are discussed in the following sections for governmental activities.

The following schedul e reflects a summary of the statement of net position compared to the prior year:

Summary Statement of Net Position as of

September 30, 2015 and 2014
Governmental Activities

2015 2014 Change (%) Change (%)
Assets
Current and Other Assets $ 615,474,673 $ 608,614,032 $ 6,860,641 1.13%
Capital Assets 1,135,842,879 1,133,786,580 2,056,299 0.18%
Total Assets 1,751,317,552 1,742,400,612 8,916,940 0.51%
Deferred Outflows of
Resour ces 89,038,439 2,521,000 86,517,439 3431.87%
Liabilities
Other Liabilities 953,834,761 167,708,834 786,125,927 468.74%
Long-Term Liabilities 1,142,659,312 1,150,054,115 (7,394,803) -0.64%
Total Liabilities 2,096,494,073 1,317,762,949 778,731,124 59.09%
Deferred Inflows of
Resour ces 55,349,804 14,951,018 40,398,786 270.21%
Net Position:
Net Investment in Capital
Assets 614,080,419 651,485,412 (37,404,993) -5.74%
Restricted 237,584,556 86,209,162 151,375,394 175.59%
Unrestricted (Deficit) (1,163,152,861) (325,486,841) (837,666,020) 257.36%
Total Net Position (Deficit) $ (311,487,886) $ 412,207,733 $ (723,695,619) -175.57%




CITY OF MIAMI, FLORIDA
MANAGEMENT’ S DISCUSSION AND ANALY SIS (Unaudited)
September 30, 2015

The following table provides a summary of the City’s changes in the statement of net position (deficit) for
the fiscal years ended September 30, 2015 and 2014.

Changesin Net Position
Governmental Activities

2015 2014 Change ($) Change (%)
Revenues:
Program revenues
Charges for services $ 242481742 % 216,186,900 $ 26,294,842 12.16%
Operating grants and contributions 84,631,766 105,483,092 (20,851,326) -19.77%
Capital grants and contributions 9,253,860 2,598,400 6,655,460 256.14%
General revenues:
Property taxes 294,152,040 266,575,090 27,576,950 10.34%
Franchise taxes 47,560,134 46,311,659 1,248,475 2.70%
State revenue sharing - unrestricted 14,389,530 13,389,054 1,000,476 7.47%
Sales and other use taxes 31,254,199 29,490,981 1,763,218 5.98%
Public services tax 59,576,109 60,395,502 (819,393) -1.36%
Gain (Loss) Sale of Property (546,835) 9,960,348 (10,507,183) -105.49%
Investment earnings/(losses) - unrestricted 4,761,254 4,298,129 463,125 10.78%
Total revenues 787,513,799 754,689,155 32,824,644 4.35%
Expenses:
General government 166,336,609 147,630,520 18,706,089 12.67%
Planning and development 15,479,449 13,985,421 1,494,028 10.68%
Community development 32,838,813 35,026,024 (2,187,211) -6.24%
Community redevelopment areas 58,062,764 16,798,110 41,264,654 245.65%
Public works 74,434,887 71,269,172 3,165,715 4.44%
Public safety 385,120,293 363,081,237 22,039,056 6.07%
Public facilities 16,560,573 14,548,696 2,011,877 13.83%
Parks and recreation 42,585,419 40,491,612 2,093,807 5.17%
Interest on long-term debt 33,747,629 31,932,335 1,815,294 5.68%
Total expenses 825,166,436 734,763,127 90,403,309 12.30%
Changein net position (37,652,637) 19,926,028 (57,578,665) -288.96%
Net position - beginning as previously reported 412,207,733 392,281,705 19,926,028 5.08%
Restatement per GASB Nos. 68 and 71 implementation (686,042,982) - (686,042,982)
Net position - beginning as restated (Note 14) (273,835,249) 392,281,705 (666,116,954) -159.70%
Net position - ending $ (311,487,886) % 412,207,733  $  (723,695,619) -175.57%

Governmental Activities

As noted earlier, the City’s net position decreased by approximately $723.7 million compared to prior fiscal
year. The major changes are as follows:

The decrease in net position can be attributed primarily to the City recording a net pension liability of $768
million offset by net deferred outflows of $46 million related to pensions resulting from the implementation
of GASB statements 68 and 71. The decrease in net position also resulted from an increase in interest
expense, partialy offset by growth in program revenues, increase in program expenses, 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.
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The City’sinterest expense increased when compared to last fiscal year due to required interest payments on
the respective bond debt service schedule. The increase is attributed to the CRA Bonds issues in the prior
year. During the 2015 fiscal year, the City’s bonds and loans had a net decrease of approximately $24.4
million.

Planning and Development revenues increased approximately $8.5 million from the prior fiscal year. The
increase is attributed to continued growth in building fees and other related charges.

During fiscal year 2015 expenses for governmental activities increased by $90.4 million. Although most
expense line items experienced minimal increases, General Government, Public Safety, and Community
Redevelopment Area (CRA) experienced significant increases.

General Government and Public Safety increase was primary due to implementation of GASB Statement
Nos. 68 and 71 that resulted in an increase in net pension liability of $61.9 million.

CRA expenses increased by $41.2 million during the current fiscal year. This increase is mainly attributed
to project activity in the Southeast Overtown Park West Community Redevel opment District Capital Project
Fund funded by the Tax Increment Revenue Bonds, Series 2014A.

The following charts provide a visual representation of the expenses and revenues for the governmental
activities for fiscal year ended September 30, 2015

Expenses and Program Revenues - Governmental Activities
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REVENUE BY SOURCE - GOVERNMENTAL ACTIVITIES
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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 $147.4 million. Of this amount, approximately $2.5 million is recorded as
non-spendable for prepaid expenses. Approximately $53.6 million is assigned fund balance in accordance
with the City’s Financial Integrity Ordinance, approximately $31.3 million is restricted, and approximately
$60 million is designated as unassigned fund balance.

General Fund's fund balance had a net increase of approximately $35.0 million during the current fiscal
year. The General Fund' s budgeted revenues, less expenditures and other financing sources was expected to
yield no changein fund balance. Considering this, key factorsin the overall increase were due to:

Revenues performing approximately $25.3 million better than budgeted while expenditures were
approximately $9.7 million lower than budgeted.

The City was very diligent in creating stop-gaps in fiscal year 2015, by budgeting funds for one-time
payouts, uncollectable revenues and managing expenditures.
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Financia highlights of the City’s other major governmental funds are as follows:

The Specia Obligation Bond Debt Service Fund has a fund balance of approximately $35.3 million. This
represents an increase of approximately $6.0 million.

Public Safety Capital Projects Fund has a deficit fund balance of $0.8 million; a decrease in fund balance of
$1.6 million from the prior year resulted primarily from capital expenditures of approximately $1.5 million
partially offset by anet excess of approximately $3.5 million in transfersin over transfers out.

The General Government Capital Project Fund has a fund balance of $68.8 million. This represents an
increase of approximately $5.9 million. The increase can be attributed to an increase in impact fees.

General Fund Budgetary Highlights

The FY 2014-15 Adopted Budget maintains funding for current City services, and alows for expanded
services in some categories while reducing the overal millage rate from 8.431 to 8.3850. 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
avibrant, safe, and growing community.

The FY 2014-15 City’s Adopted Genera Fund Budget totaled approximately $559.9 million. This
amendment increases the previously adopted budget by approximately $34.9 million to a revised total of
approximately $594.87 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 in the FY 2014-15
Adopted Budget. Instead, the General Fund’s budget was amended to recognize the related expenditure.
Additionally, there was a need to adjust a couple of departments due to higher than budgeted expenditures
or in the case of the City Attorney’s office, to reallocate unspent money to a Capital Fund. The increased
alocation was done and offset with reduction of unspent allocations within the General Fund without
increasing the overall budget. These adjustments were presented to the Commission during the monthly
Budget Discussion and previous monthly reports.

In more recent years, the City has seen a gradual rebound in property values as well as total General Fund
revenues. This rebound in revenues, combined with cost containment strategies implemented in recent
years, has helped the City to begin to rebuild its fund balance reserve levels. By the end of FY 2013-14,
fund balance reserves in the General Fund had grown to $112.42 million, or approximately 20.3 percent of
budgeted General Fund revenues. The fund balance ended again with a positive balance in FY 2014-15 of
$147.4 million.

The City’s Administration is committed to continuing to restore fund balance levels over time to achieve
compliance with the reserve policies outlined in the Financial Integrity Ordinance. Based on forecasted
levels of local economic growth, the City anticipates a continued upward trend in fund balance reservesin
years to come. Managed strategic growth will be important to ensure that the City is able to enhancereserve
levels while continuing to provide quality services for residents
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Capital Assets and Debt Administration
Capital Assets

The City’sinvestment in capital assets as of September 30, 2015 is $1.1 billion. This investment in capital
assets includes land, buildings, improvements, machinery, equipment and infrastructure. The total increase
in capital assets from the end of prior year is approximately 0.18 percent.

Capital Assets at Year End
(Net of Depreciation)

Governmental
Activities

2015 2014 Change (§) Change (%)
Land $ 94,308,614 § 04,078,837 $ 229,777 0.24%
Construction-in-Progress 72,756,125 61,575,461 11,180,664 18.16%
Buildings 221,988,433 203,069,613 18,918,820 9.32%
Improvements 136,189,531 150,564,812 (14,375,281) -9.55%
Machinery and Equipment 49,972,138 47,202,650 2,769,488 5.87%
Infrastructure 560,628,038 577,295,217 (16,667,179) -2.89%
TOTAL $ 1,135,842,879 $ 1,133,786,590 $ 2,056,289 0.18%




CITY OF MIAMI, FLORIDA
MANAGEMENT’ S DISCUSSION AND ANALY SIS (Unaudited)
September 30, 2015

Major capital asset events during the current fiscal year included the following:

Construction in progress increased approximately $11.2 million. The total transfers out of Construction
in progress amounted to approximately $62.1 million; however there was an addition of approximately
$73.3 million in new expenditures during fiscal year 2015.

Buildings increased by approximately $18.9 million. Thisincreaseis attributed to the completion of the
CRA Multi Entertainment Center, the West End Park Community Center, the Gibson Park Gymnasium
and the VirginiaKey Bike & Kayak Facility.

The Improvement projects completed during the fiscal year and transferred from Construction in
progress, included $4.3 million in building improvements and $1.9 million in land improvements. There
was also an addition of $690,000 in improvement expenditures, primarily related to improvements at
several City parks and Virginia Key Beach. These transfers and additions are offset by the $21.2 million
in depreciation expense incurred for the current fiscal year.

Machinery and Equipment increased by approximately $2.8 million. There was $17.6 million in
additions and transfers, primarily attributed to the acquisition of computers for several departments and
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 $14.5
million in depreciation expense for the current fiscal year and the retirement of assets with a net book
value of $300,000.

Infrastructure decreased by approximately $16.7 million. There was $18.7 million in transfers, primarily
attributed to Roadway Improvements. These transfers were offset by $34.0 million in depreciation
expense for the current fiscal year and the retirement of assets with a net book value of $1.4 million.

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

financial statements.

Long-Term Debt

At the end of the current fiscal year, the City had total debt outstanding of $673.8 million. Of this amount,
$1.4 million is backed by the full faith and credit of the City and $203.6 million is backed by the Limited
Ad Vaorem Tax Revenue; the remainder represents Special Obligation, Revenue bonds and loans secured

solely by Non-Ad Valorem revenue sources.

Outstanding Debt
General Obligation Bonds, Special Obligations
and Revenue Bonds and Loans

Governmental Activities

2015 2014 $ Change % Change
General Obligation Bonds $ 205038304 § 217,378,253 $(12,339,949) -5.68%
Special Obligation,
Revenue Bonds and Loans 468,723,244 480,753,930 (12,030,686) -2.50%

Total $ 673,761,548 § 698,132,183 § (24,370,635) -3.49%
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The City’ s net debt decreased during the current fiscal year by $24.4 million (or 3.49 percent).

During fiscal year 2015, the City maintained its bond ratings. Fitch A+, S&P A+ and Moody' s A2.

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 regquirement
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 2016 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.

Between FY 2016 and FY 2020, General Fund revenues are forecasted to grow by atotal of 8 percent. The
largest components of General Fund revenues are Property Taxes (42 percent of FY 2016 General Fund
revenues), Franchise Fees and Other Taxes (16 percent), Charges for Services (15 percent), Licenses and
Permits (9 percent), and Intergovernmental Revenues (10 percent). Interest, Fines and Forfeitures, Other
Revenues, and Transfers In comprise the remaining 8 percent

In fiscal year 2016, while the total millage decreased, the operating millage remained flat at 7.6465 mills.
The budgeted General Fund property tax revenue is approximately $268.77 million. The adopted millage
rate is assumed to remain flat over the five-year period. Taxable property values are projected to increase by
9.0 percent in FY 2017, by 7.0 percent in FY 2018, by 5.0 percent in FY 2019, and by 5.0 percent in FY
2020. This assumption is based on the expectation that the recent increase in development activity in the
City will continue over the next two years and will gradualy level out by the end of the five-year period.
While current tax revenue is projected to increase annually, delinquent tax revenue is projected to decline
over the five-year period. The forecast assumes a 10.0 percent annual declinein delinquent tax revenue.

Requests for I nformation

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™ Avenue, Suite 618, Miami,
Florida 33130, or visit the City’ s web site at www.miamigov.com.


http://www.miamigov.com
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