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CERTIFIED PUBLIC ACCOUNTANTS [t

INDEPENDENT AUDITOR'S REPORT
March 31, 2016

‘The Honorable Mayor, City Council Members
and the Cify Manager of the
City of Corpus Christi, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund. and the
aggregate remaining fund information of the City of Corpus Christi, Texas as of and for the year ended
September 30, 2015, and the related notes to the Snancial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

M ’s R ibility for the Financial

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; his includes
the design, implementation, and maintenance of intemal control relevant to the preparation and fair
presentation of financial statements that are free from matenial 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 andit the financial statements of the Corpus Christi Convention and Visitors Burean whose assets were
§1,523.872 and revemues were $3463.033, the American Bank Center Convention Center Fund whose
assets were $2,846,373 and revenues were $3,322,046 and the American Bank Center Arena Operations
Fund whose assets were $3.125952 and revenues were $2,632.685. Those financial statements were
audited by other auditors whose reperts thereon have been fumished to us, and our opinion, insofar as it
relates to the amounts included for the Corpus Christi Convention and Visitors Bureau and the American
Bank Center Convention Center Fund and Arena Operations Fund, is based 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, 1ssued 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 mvolves performing procedures to obtain audit evidence about the amounts and

in the financial statements. The p selected depend on the audifor’s judgment, including

the assessment of the nisks of material misstatement of the financial statements, whether due to fraud or

ermor. In making those risk assessments, the auditor considers internal control relevant to the entify’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 sigmificant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements,

1
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We believe that the audit evidence we have abtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

Tn our opinion, the financial statements referred to above present fairly. in all material respects, the
Tespective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units. each major find and the aggregate remaining fimd information of
the City of Corpus Christi, Texas as of September 30, 2013 and the respective changes in financial position,
cash flows, where applicable. and the respective budzetary comparison for the zeneral fund thereof for the
year then ended m conformity with accounting principles generally accepted in the United States of
America.

Emphasis of a Matter

As discussed in Note 1P. to the financial the City has impl
Accounting Standards board Statements No. 68 and 71 related to accounting forpmslcms effective October
1,2014. Our opinion is not modified with respect to this matter.

Other Marters
Regquired Supplementary Infarmation

Accounting principles generally accepted in the United States of America require fhat fhe
management’s discussion and amalysis and the other required supplementary information on pages 5
through 18 and 94 through 99 be presented to supplement the basic financial statements_ Such information.
although not a required part of the basic financial is required by the G Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economie, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management regarding the
‘methods of preparing the information and comparing the information for consistency with management's
Tesponses to our inguires, the basic financial and other v] btained d our audit
of the basic financial statements. We do not express an opinion or provide any asswrance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion of provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Corpus Christi’s basic financial statements. The introductory section,
combining and mdividual nonmajor fund financial statements and schedules, capital assets used m the
operation of governmental funds and the statistical section listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The schedule
of expenditures of federal/state awards, pages 319 fhrongh 328 is presented for purposes of additional
analysis as required by the U5 Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and by the Stare offgxm Single Audit Circular issued by the
Govemor's Office of Budget and Planning and is also not a required part of the financial statements.

The combining and individual fund statements and schedules, capital assets used in the operation
of governmental funds and the schedule of expenditures of federalistate awards are the responsibility of
‘management and were derived from and relate directly to the underlying accounting and ofher records used
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to prepare the 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 ofher records used to prepare the
‘basic financial statements or to the basic financial statements themselves, and other additional procedures
1in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the combining and individual fund statements and schedules, capital assets used in the operation of
governmental funds and the schedule of expenditures of federal/state awards is fairly stated in all material
respects in relation to the financial statements taken as a whole.

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

Other Reporting Required by Government Audifing Standards

In accordance with Government Auditing Standards, we have alsc issued our report dated March
31, 2016 on our censideration of the City’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, rezulations, contracts and grants agreements and ofher matters
‘The purpose of that report s to describe the scope of our testing of intemal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the intemal control over
financial reporting or on compliance. That report 15 an integral part of an audit performed in accordance
with Govermment Auditing Standards in considering the City’s internal control over financial reporting and
compliance

bt Pasns ¥ Wevclo
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Exhibit 1-4
STATEMENT OF NET POSITION
SEFTEMBER 30, 2015
Primary Government
Cavernmental Business Type
Activities Activities Total
ASSETS
Cash, cash equivalents and investments (Note 5) $ 6550430 5 11631344 3 00ITEM
Receivables, net of allowance for uncellectibles (Note 7) 1301 3 46473512
Intermal balances (258.331) -
Inventories 1.030,136
Prepaud items 2
Resiricted assets.
Cash. cash equivaleats and irvestements (Note 5) 313,652,106
Receivables, net of allowance for imcallectibies (Note 7) 122,652
Other propeny 40,871 -
Land and construction in progress (Note §) 156,241,600
Other capital assets, net of accumulated depreciation
and amortzation (Nor §) 442806, 1,940,028
Total assets 074550, 3217451030
DEFEREED OUTFLOWS OF RESOURCES
Unamartized loss on refimded debt 1411738 10,761,166 15,172,904
Deferred outfiows related to pension lizbility (Note 9) 2,554,841 5982073 28537115
Total defemrsd outflows of resources 26.966.580 15,743,438 43,710,018
LIABILITIES
Accounts payable 7576742 2281788 9.858.530
Accrued expenses 7474614 1.002.400 5
Accrued imterest 380,541 9,114,030
Contactor imterest and resinage payable L180.505 7084
Deposits 1.134,083

Libility o claimants - eschest property
Dus to other govemmenn] azenciss
Uneamad reverue
Current portion of estmated claims liability (Note 11)
Curtent portion of loag-term liabilities (Note 13)
Lang tem debt
Landfill closure cost
Acomnulated unpaid compensated absences
Estimated lishiliry claims, eschuding current portian (Note 1)
Long-temn liabilities, excluding current partion (Note 13)

Long-tem débt 1168350078
Landfill closure cost 27418002
Acommulated unpaid compensated absences 1754952
Nt pension Liabiliry (Note9) 0451105
et OPEB ablization (Note 1) 838722
Total lzhiliries 1312.438.808

DEFERRED INFLOWS OF RESOURCES
Unamartized g2in on refinded debt -
Deferred inflows related to pensica lidbility (Nete 8) L152.499
Total deferred inflows of resources TI82.400
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Primary Covernment

Governmental Busimess-Type
Activities Activites Total
NET POSITION

et invested in capital assets 268,370,713 768,459,800 1,036,830,513

Restricted for
Vital statiztics records retention 307,831 - 307,831
Bond interest and redemption 1,344,500 2,457,383 3,801,883
Municipal and Favenile Court 46,348 - 646,348
Fire contribution trast 5.585 - 5.585
PEG equipment and facilifes 1. 786,069 - 1. 786,069
Tourism (HOT) 6,105,000 - 6,105,000
Traffic safety programs 752,300 - 751,800
Stare and faderal grant programs pEE.412 - 088412
Parks and recreaton 1620415 - 1620415
Infrastructure dewelopment 1636 446 - L6266
Loans 14,086,807 - 14,086,807
Crime conol and prevention 5441581 - 5441581
Business and job development 56,381,383 - 66,381,383
Tax increment zone IMprovements 8154453 - 8154453
Puhlic health - 5,637,282 5,637,282
Law enforcement officers' sandards and educaton - 31974 3874
Construction of capital asssts - 11,931,593 11,831,593
Other - 03,763 935,765
Unrestricted (93,108,759) 55.457.952 {37.650.817)
Total net position 5 IB5.807.675 5 B42.043,74 § 1120741424

The notes to the fnancial stafements are an intezral part of this statement.
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Exhibit 1-B
STATEMENT OF ACTIVITIES
YEAR ENDED SEFTEMEER 20, 2015
FProgram Revenoe
Operating Capital
Charges for Grants and Gramts and
Expenses SeTvices Contribations Contributions
Primary govemment
Governmental activities
General povermment H § 15020218 3 - H 84364
Police and mmmiripal court 13,916,804 E
Fire and ambulance 6,272,542 -
Emergency manazemesnt - -
Inspections - -
Seats 12.894,106 4315748
Health 217,734 -
Parks and recreation 3,146,304 1,288,260
Libraries 163,688 1]
Muzseums. 547,553 - -
Conmmmiry enrichment 0820 1082854 709,000
Conmmmiry development 13,365,023 3,768,379 1172603 ETa808
Convention and visitor activiries 16,228,430 4417120 - -
Inferest on long-term debe 16,378,268 - — 328,276
Total governmental acirviies 181,067,484 73,554,379 0,890 152 10811828
Business-nype activities

0,152,032 37475401 - -

107,235,701 111,058,577

34,256,774 31255816

56,802,815 68482326

13,631,207 10,549,237
214575 104,036 - -
1.967.187 1,911,148 — 05,246
Total business-fype activifies 143,380,481 272,853,739 1,126,335 27,219,660

Total primary government 3 514,947,065 § J46.408518 3 11125487 3 35131486
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Exhibit 1.8
STATEMENT OF ACTIVITIES
YEAR ENDED SEFTEMBER 30, 2015

Net (expense) revenne and changes in met position

Governmental Business-type
Activities Activities Total

Primary government
Govemmental activities
Genen government H
‘Police and municipal court
Fire and ambulance (1703.131) -

H 3900,151

Emergency management (88.307) -
Inspections 2 )
St

(1543936
(11811310
(16,049.090)

Community development (7543.836)
Convention and visiter actvities (11311319)
Tmerest on long-term debe (16,040.900)

Total sovermmenta] activities 59,701.926) -

‘Bustess-type activirias
Selid Waste - 8321369
Utilities

Water -

Gas - (1.896.456) (1.886.466)

Wastewater - 15,008,656 15,008,651
Aimport - 1.717.007 17.717.007
Ambalance -

Golf canters - (5.639) 9.639)

Masiza - 518185
Total business-rype activities = 37018353

Total prizsary government 159.70L.826) (317826

62,730,802 -~ 60730002
34255712 34255711
59,126,468
10411

2485121

‘Payments from primary govermment -
Transters -
‘Total general reveaue 2nd tmusf 20718614
Changes ix et position 73835841

Net position at beginning of year 405040802 1239420763
Prior pariod adjustment for changs

ia accounting for pension lisbility (¥ote 1-7) 154.005.793) (4519.487) (183.615.280)
Afjusted ner position at beginning of year 250045040 790.860.434 150.303.483

543043,

sition at end of year
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City of Corpus Christi
GASB 68 & 71 Implimentation

Beginning of End of
Year Year
Net Pension Obligation 40,497.097 -
Net Pension Liability (247.025.033) (254,715.626)
Deferred Ouflows:
Contributions subsequent to measurement date 17912656 19,459,753
Difference between projected and actual
investment earnings - 8,802,101
Changes in assumptions - 275,261
Deferred Inflows -
Difference between expected and actual experience - (4,217.963)
(188,615.280) (230.396.474)
Beginning Unrestricted 67128167

Restated Beginning (121.487.113)
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REQUIRED SUPFLEMENTARY INFORMATION
SCHEDULE OF CONTRIBUTIONS
TEXAS MUNICIPAL RETIREMENT SYSTEM

2009 2010 2011 1012 2013 3014 = 015
Bequired contriburion 3 11,008,512 3 14361 404 § 15.218.614 5 12,769,664 § 12,565,524 3 17872623 14928854
Acnal contributions 17,100,193 18.330.551 16,831,574 15,541,644 16,101,720 20.302,711 18974205
Contibution deficiency 3000319 6,031,843 B.386,042 7218022 6,563,804 7568812 5934640
Caowered employes payroll 108,555,179 114,395,501 110,563,068 108,250,052 107,828,105 135,847,055 117,940 385
Actuarially determined contributions as a
percentage of covered employee payroll 1835% 11.30% 1181% 21.03% 21.02% 0.52% 21.14%
Actnals contributions as a percentage of
covered employee payToll 15.75% 16.02% 15.32% 14.36% 14.83% 14.85% 16.08%%
2006 2007 2008
Bequired contribution § 13451618 3 14035038 § 15.448.938
Acmal contrittions 13,451,618 14,035,058 15.448,938
Contribution deficisncy
Covered employes payrell 07,756,667 106,042,731 140,907,733
Actuarially determined contributions as a
percentage of coversd employes payroll 13.76% 13.24% 10.96%
Actuals contmibutions as a percenfage of
coversd emploves payroll 13.76% 13.24% 10.96%

19
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City of Corpus Christi

SUFFLEMENTARY INFORMATION

REQUIRED
OTHER POST EMPLOYMENT BENEFTTS - ANALYSIS OF FUNDING PROGRESS

YEAR ENDED SEFTEMEER 30, 2015

4
Unfunded
[ed] [0} @ Actuarial
Actuarial Actuarial mm Accrued
Valuation Value of Accrued Liability
Date Assets Liability (1] t’} @m-m

Other Post Employment Benefits Flan - Citicare

12000 00%
12011 - 32 00
8172013 3.800.918 0.0% 3,800,918

Other Post Employment Benefits Flan - Public Safety

12000 00%
12011 0.0%
8172013 0.0%

Other Post Emplovment Benefits Flan - Fire

212009
12011
212013

Citicare
12000
212011
8172013

Public Safety
12008
12011
12013

Fire
B12009
812011
212013

]
Percentage of
Unfunded
Arfuarial
Accroed
Lisbility to
Covered Payrall
Eatio

20
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Depreciation expense and of shts is charged to functions as follows:
Governmental activity Buzines:-type activity

General government $ 925,865 Gaz § 2683368
Police 1,564,141 Water 21,701,880
Fire 1211405 Wastewater 11,635,386
Emergency manzgement 4447 Anpert 5,159,587
Inspections 6,638 Golf centers 73,100
Strests 5838426 Manna 540,454
Health 207,179 Solid waste 4739608
Parks and recreation 2597366 Total ST IT
Libraries 389,513
Museums 223,795
Commumity exrichment 3462065
Community development 2957204
Convention and visitors facilities 1.571.462
Internal zervice fund 4.155.030

Total 3 080,536

9. Employment Retirement Benefits
A, Plan Descriptions

The City participates in funding two retirement plans as follows: (1) all City emplovees, except firefighters
participate in the Texas Municipal Retirement System (TMRS) and (2) firefighters participate mn the Corpus
Christi Fire Fighters Retirement System (FFRS).

The City paricipates as one of 860 plans in the nontradiftonal, jomnt contnbutory, hybnd defined benefit plan
2dministered by TMRS. TMRS is an agency creatad by the State of Texas and administered in aecordanee with
the TMRS Act, Subtitle G, Title 8, Texas Government Code (the TMES Act) as an agent multiple-employer
retirement system for municipal employess i the State of Texas The TMRS Act places the zeneral
administration and mansgement of the System with 3 six-member Board of Trustees. Although the Governor,
with the advice and consent of the Senate appoints the Board, TMRS 1z not fiscally dependent on the State of
Texas. TMRS's defined benefit pension plan is a tas-qualified plan under Section 401(a} of the Infernal
Reverme Code TMRS issues 2 publicly available comprehensive anmual financial report (CAFR) that can be
obtained at www. fmrs.com.

The City conributes to the FFRS for firefighters in the Corpus Christi Fire Department FFRS is a single
employer, confributory, defined benefit plan. The benefit provisions are authorized by the Texas Local Fire
Fighters' Retirement Act (TLFFRA) TLFFRA provides the authority and procedure to amend benefit
provisions. The plar is administered by the Board of Trustees of the Corpus Chuisti Fire Fighters’ Retivement
System The City does not have access to nor can it utilize assets within the retirement plan trust. FFRS 1ssues
a stand-alone report pursuant to GASE Statement No. 67, which may be obtamed by wiiting the Corpus Christi
Fure Fighters” Retirement System at 711 N. Carancabma, Suite 724, Corpus Chnsti, Texas 78475,

B. Benefits Provided

TMRS provides returement benefits to all City employees except firefighters. Benefit provisions are adopted by
the governing body of the city, within the options availsble in the state statutes governing TMES.

Atretirement, the benefit 15 caleulated as if the sum of the emplovee’s contributions, with mterest, and the city-
financed monetary credits with mterest were used to purchase an anmuity. Members may choose toreceive ther
retwement benefit m one of seven payments options. Members may also choose to receive 2 portion of thewr
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benefit as 3 Partial Lump Sum Dhstnbution in an amount equal to 12, 24, or 36 monthly payments, which cannot
exceed 75% of the member’s deposits and interest.

The City zrants a monetary credit referred to as Updated Service Credit. This monetary credit is determined by
hypothetically re-computing the member's account balance by assuming that the curent member depositrate of
the employing city kas always been in effect. The campumum also assumes that the member’ ary has
alvways been the member s sverage salary using a salary cal ‘based on the 36- ending 2 year
before the effe date of This hypoth | account balance 15 increased by 3% each year (not the
actual interest credited to the member” ).\ccuuntmpm-imhvaars) and increazed by the city match curently n

effect. The resulting sum is then compared to the maml:a: s actual account balance increased by the actnal city

match and actual interest credited If the hypoth 1 L exceeds the actual is
granted a monetary credit (or Updated Service (‘mdlr} equal to the difference between the hypothetical
ion and the actual ‘tumes the adopted. The City increases the armwities of its

refirees, effective January 1 of a calendar vear, at a rate equal to 70% of the increase in the Consumer Price
index — all Urban Consumers (CPI-U) between the December preceding the member s retirement date and the
December one year before the effective date of the increase, minus any previously granted increases. Members
can retire at age 60 and above with 5 or more years of service or with 20 years of service regardless of age.
Members are vested after 5 years.

FFRS provides benefits to firefighters in the Corpus Christi Fire Department. The benefits are fully vested after
20 years of credited service F)x!ﬁg.htar ‘may retire at age 34 with 20 years of service. A parfially vested
benefit is provided for ith at least 10 but less than 20 years of service.
If a termunated fivefizhter has a pam:d]y vasted benafit, he may retire starting on the date he would have both
completed 20 years of service if he had remamed a Carpus Chnst firefighter and atiained age 34. Effective
June 1, 20135, the plan provided a monthly normal service retirement benefit, payable in 2 Joint and 100% to
Spouse form of annuity, equal to the greater of (1) 50.8% of Highest 60-Month Average Pay plus $150.00 per
month for each year of service in excess of 20 years and (2) $137.00 per month for each year of service.

A refiring firefighter who is at least age 54 with at least 20 years of service has the option to elect the
Retroactive Deferred Retirement Option Plan (RETRO DROP) which will provide a lump sum benefit and a
reduced monthly benaﬁt The reduced monthly benefit is based on the service and Highest 60-Month Average
Pay asif he had emp] on his selected RETRO DROP benefit ion date, which is no
earlier than the later of the date he mests the age 54 and 20 years of service requirements and the date three
years prior to the date he actually retires. Upon retirement. the member will receive, m addition to his monthly
retirement benefit. a lump sum aqual to the sum of (1) the amount of monthly contributions the member
made to the System after the RETRO DROP benefit calculation date plus (2) the total of the monthly retvement
benefits the member would have recerved between the RETRO DROP benefit caleulation date and the date he
retived under the plan. There are no aceount balances. The lump sum is caleulated at the time of retiwement and
distributed as soon as administratively possible.

There is no provision for automatic postretirement benefit increases. The System has the authority to provide,
and has periodically in the past provided, ad hoe postretirement benefit mcreases.

Membership in the Plans

City Fire
w vees !E!IS Total
‘Retirees and beneficiaries cumently receiving benefits 2780 207 3085
Inactive eployees entitied to but nat yet
receiving benefits 1 789
Current contributing employess 408 2653
Toul TIE [
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€. Contributions

TMRS - Contribution rates for employees m TMRS are exther 5%, 6%, or 7% of employee gross eamings, and
tha cify matehing percentages are sither 100%, 130%, or 200%, both as adopted by the zovering body of the
city. Under the state law goveming TMRS, the contribution rate for each city is determined anmally by the
actuary, using the Entry Age Normal (EAN) actuarial cost method. The actuzrially determined rate is the
estimated amount necessary to finance the cost of benefits eamed by employees during the year, with an
addiftonal amount to finance any unfinded accrued hiability.

Employees for the City of Corpus Churisti were required to contribute 6% of their annual gross earnings during
the fiscal year. The City’s contributions to TMRS for the year ended September 30, 2015, of $18.964.205 did
not equal the required confributions of $24.928.854.

FFRS - The contmbution provisions of the System are authorized by TLFFRA TLFFRA provides the
authonty and procedure to change the amount of contributions determined as a percentage of pay by each
firefighter and a percentage of payroll by the city.

Furefighters for the City of Corpus Christi were required to contribute 13.1% of their annual gross eamings
during the fiscal year. The City's conmbutions to FFRS for the year ended September 30, 2015, were
56,266,444, which equaled the required contributions.

Centribution rates for employees and for the City dunng the fiscal year were as follows:

Texas Municipal Fire Fighters
Retirement System Betirement System
Authonty establishing confribution oblization State Lezuslation State Lezuslation
Frequency of contribution Biweekly Brweekly

Employee's contnbution (percent of earnings)
October 1, 2014 - May 31, 2013
June 1, 2013 - September 30, 2013

1220%
13.10%

City's contribution (parcent of samings)

October 1, 2014 - Jannary 1, 2013 15.46%
January 2, 2015 - September 30, 2013 16.46%
City's contribution October 1, 2014 - September 30, 2015 §18.964.205 $6.266.444

D. Net Penzion Liabilities
The City's net pension habilihes for both plans were measured as of December 31, 2014, and the Total

Pension Liabilities (TPL) used to calculate the Net Pension Liabilihes were determmed by actuanal valuabons
as of that date.

Actuarial Assumptions

The Total Pension Liabilifies in the December 31, 2014, actuanal valuations were deternuned uwsmg the
following actuarial assumptions:
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City Employees Fire Fighters

Inflation xate 3% 375%

Overall payroll growth 3% 375%

Investment rate of retum 7%. net of pension plan 7.9%, net of pension plan
mvestment expense, including mvestment expense, including
mflation mflation

TMRS - salary mereases were based on a senvice-related table. Mortality rates for active members, retirees,
and bereficianes were based on the gender-distinct RP2000 Combined Healthy Mertality Table, with male
rates multiplied by 109% and female rates multiphed by 103%. The rates are projected onaﬁxl.tvgum:numl
‘basis by scale BE to account for fitture mortality . For disabled itants, the g

RP2000 Disabled Retiree Mortality Table is used, with shight ldJIL.I‘mEnl‘:v

Actuanal assumptions used m the December 31, 2014, valustion were based on the results of actuanal
expenience studies. The expenence study i TMRS was for the pered January 1, 2006, through December, 31,
2009, first used i the December 31, 2010, valuation. Healthy post-retirement mortality rates and anmuity
purchzse rates were updated based on 2 Mortality Experience Investigation Study covering 2009 throngh 2011,
and dated December 31, 2013. These assumptions were first used in the December 31, 2013, valuation, along
with a change to the Entry Age Normal (EAN) actuzrial cost method. Assumptions are reviewed anmually. No
additional changes were made for the 2014 valuation.

The long-term expected rate of refurn on pension plan investments 15 7.0%. The pension plan’s pohicy m
regard to the allocation of wvested assets 1s established and may be amended by the TMRS Board of Trustees.

Plan assets are managed on a total retwn basis with an emphasic on both capital appreciation as well as the
production of income, in order to satisfy the short-term and long-term funding needs of TMRS.

block

The long-term expectad rate of refum on pension plan was determined using a build
‘method in which best estimate ranges of expected future real rates of retun (expected returns, net of pension
plan mvestment expense and inflation) are developed for each mzjor asset class. These ranges are combined to
‘produce the long-term expected 1ate of retum by weighting the expected firture real rates of refwm by the target
asset allocation percentage and by adding expected mflation. The target allocation and best estimates of
arithmetic real rates of return for each major asset elass are summarized m the following table:

Asset Class Target Allocation Long-Term Expected Real Rate
of Return [Auithmem-

Domestic equity

International equty

Core fixed meome
Mon-core fived meome
Real retum
Real estate
Absalute retun
Private equity

Total

FFRS — Mortality rates were based on the gender-distinet RP2000 Combined Healthy Mortality Table for
‘males and for females projected to 2024 by seale AL

The lonz-term expected rate of refumn on pension plan mvestments 15 reviewed for each bienmal actuanal
valuation and was determined using 3 bulding-block method in which expected firture net real rates of return.
(expected returns, net of pension plan mvestment expense and mflation) are developed for each major asset
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class. These components are combmed to produce the long-term expected rate of return by weighting the
expected future net real rates of retum by the target asset allocation percentage (currently resultimg m 4.24%)
and by adding expectad inflation (3.75%). Tn addition. the final 7 90% assumption was selacted by “rounding
down” and thereby reflects 2 reduction of 0.09% for adverse deviation. The target allocation and expected
anthmetic net real rates of retwrn for each major asset class are summarized in the followng table:

Asset Class Tarzet Allocation Long-Term Expected Real Rate

of Return (Arithmetic)

Eqmties
Large cap domestic
Small'mid cap domestic
International developed
Emerging markets

Real estate

Fixed income

Cash

Total

Discount Rate

TMRES - The discount rate used to measure the Total Pension Lisbility was 7.0%. The projection of cazh
flows used to detarmine the discount rate were based on the City’s present fimding rates. Based on that
assumption, the pension plan's fiduciary Net Position was projected to be available to make all projected
future benefit payments of cument zctrve and mactive emplovees. Therefore, the long-term expected rate of
retwrn on pension plan nvestments was apphied to all periods of projected benefit payments to determine the
Total Pension Liability.

FFRS - The discount rate used to measure the total pension Liability was 7.9%. No projection of cach flows
was used to determine the discount rate because the December 31, 2014 actuarial valuation showed that
expected contnbutions would pay the normal cost and amortize the wnfurded actuanal accrued hability
(UAAL) in 23 years. That UAAT was based on an actuarial value of assets that was 34.5 million less than the
plan fiduciary net position as of December 31, 2014. Because of the 23-year amartization period of the UAAL
with tha lower value of zssets, the pension plan's fiduciary net position is expected to be avzilzble to make all
projected fiture benefit payments of cwrent active and inactive members. Therefore, the long-term expected
rate of retun on pension plan mvestments of 7.9% was applied to all penods of projected benefit payments as
the discount rate to determine the total pansion hiability.

Seusitivity of the net pension Habilitie: to changes in the discount rate

The following presents the net pension hiabilittes of the City, calculated using the discount rates used in the
actuanial valuation, as well as what the City’s net pension Liability would be if it were calculated using a

discount rate that is 1 point lower or 1-p point higher than the current rate:
1% Decreaze in the 1% Increase in the
Discount Eate Discount Rate Discount Rate
ion
(6.0%)5287.351.051  (7.0%)S179,740443  (8.0%) $90,830,826
(6.9%) $96,794,664 (7.9%) $74,975,183 (8.9%) $56,346,670
pension

5384145715 $254,715,626 $147.177.496
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Penzion Plan: Fiduciary Net Pozitions

TAIRS - Detailed information about the TMES pension plans’ Fidumary Wet Position 15 available m a
separately issued TMRES financial report. That report may be obtamed on the Internet at www_ tmrs com.

FFRS - FFRS issues a stand-alone report pursuant to GASB Statement No. 67, which may be obtamed by

wiiting the Corpus Chnsn Fire Fighters" Fetrement System at 711 M. Carancahua, Swte 724, Corpus Christi,
Texas TE475. See that report for all information about the plan fiduciary net position.

Changes in the Net Penzion Liabilities

Inerease
TMES {Dheereaze) Plan
Total Pensicon Fidueiary Net Net Penzion
Liahility Pozition Liahility
(a) &) (a-ib)
Balance 2t 123172013 § 0 06904133 5§ G2LOM3EA4 5 1TEBS02T9
Changes for the vear:
Service rost 14,552,695 - 14,532,693
Interest 54768 864 - 54 Te8 864
Difference between expected and achul epenence (3.660.98T) - (5,660.997)
Contmbetions-2mployer - (17,786,102}
Contmbetioas-emploves (5,905,864}
Met imvestment ncome - (35,519,832)
Benefit payments, includmg refands of empleyes contribations (43 536, 263) (43, -
Adrinisimative expense - (370,903) 370,903
(ther changes (304595 30,493
Net changes 20124299 16,274 133 3 830,184
Balance at 12312014 §  BITONEA) §  G37IR7989 § 179740483

26
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FFRS neraase (Decrease)
TotalPension ~ Plan Fiduciary Net ~ Net Pension
Liability Pusition Lishility
) ] faHb)
Balance at 12312013 § 197 2935% § 16139233 3 TLITT
(Changes for the year:
Service cost 4144217
Inferest 15630548
Contributions-enmployer
Contributions-emplovee

Net investment income

Benefit payments, inchuding refinds of emploves contributions {1161
Admimistrative expense -
soumption change: 313566
et chazgzes 3405614
Balance at 12312014 H 205780604 §

E. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to Pensions

For the year ended September 30, 2015, the city recognized pension expense of $26,624,313.

Components of Pension TMRS FFRS Total
Expense

Servire cost 1 605 4147117 18,606,012
Interast 547 64 15,650,548 70419412
Employee contributions (6.905,864) (3.526,756) (10432,620%
Projected earnings on

plan investments (43 470,970 (10.000.967) (53471937

Amortization of Deferred
Oiflows - Lisbilties (1443068 . (1443,069)
Amortization of Deferred
Inflows — Assets

648,603 2138831
Administrative expense 215379 586284
(Other change: in
Fiduciary Net Position 30495
Toml pension expenss '.9495__139

27
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At September 30, 2015, the city reportad defarred outflows of 1esources and defemred inflows of resources
related to pensions from the following sources:

IMRS FFRS Total

Daferrad Diefarred Defarred Defarrad Deferred Deferrad
Ourflows of Inflows of Outflows of Inflows of Outflowsof Infows of
Fesources Rasources Faesources  Fesources  Resources Flesourcas

Dufference: hetwesn expectad

mnd actual experience H - S(4217.831) 8 - s H - S(4217.93D)

Chanzes of assumptions -

Difference: berwesn mojectad
and actual investment

EAmings 6,360,010 2441191 - 8,802,101

Contrifations subsequent
e dre 14,843,058 - 4615705 - 16,459,753

Total 3 21204868 §(4.217.931) 57, H - $28,537,115  §(4.217,931)

The total of the conmbutions by the City to the Systems conmbuted subsequent to the measurement date of the
natpension lizbilities, December 31, 2014, through September 30, 2015, is 3 deferred outflow of resourcas that
will be recagnizad as a reduction m the net pension liabilifias in the fiscal year ending September 30, 2016
These amounts are $14.843 958 (TMES) and $4.615.795 (FFRS) for a total of $19.459,753. Other amounts
reported as deferred outflows of resowrces and deferred mflows of resowrces related to pensions will be
recognized in pension expense as follows:

Year ended Sept. 30:

3 4838431

F. Deferred Compensation Plan

The City maintains responsibility for reviewing and spproving emergency withdrawals from the Internal
Reveme Code, Section 457, Deferred Compensation Plans. The assets of the Plans are reported in 2 pension
frust fuzd.
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10. Post-Employment Health Care Benefits

GASB Statement No. 45: Accounting and Financial Reporting by Employers for Pastemployment Benefits Other
than Pensions (OPEE), = standards forp ensfits. The standard does

funding of OPEB expense, but any difference batween the anmal required contribution (ARC) and the amount
#imded during the vear is required to ba recorded in the emplayer's financia] staterent 2 am merease (or decrease) in
the net OPEB oblizztion The City is required to obtain an actuarial valuation at least once every two years in
accordance with GASB 45 standards. The City’s latest valuation 15 dated as of August 1, 2013, and discloses the
fallowing:

Plan Description and Funding Policy

Employees who retive from the City of Corpus Christi, and elj and survivors, lizible

to participate in the City's health insurance programs at the "b].end.ed employee group rate which 15 determined
ammually by the City of Corpus Christi and approved by the City Council. Retirees have 31 days to elect to enrollin
the City's self-funded, single-employer health insurance plan (Citicare, Citicara Public Safety, and Citicare-Fire) in
which they were participating at the time of retirement unless otherwize stated m 2 plan document or collectrve
bargaining sgreement. In an effort to reduce the City's lizbility, retirees who are Medicare-eligible have been
enrolled in 2 separate Medicare msurance plan and are no longer covered by the City's group insurance plan. Asof
August 1. 2013, a total of 202 eligible retirees and dependents were participating in the City's group health program

datailed a: follows:
Citicare and Cificare Preminm 2
Citicare Public Safety 65
Citicare Fire 63
Pending election. -
Total 202

The plan is funded on a pay-as-you-go basis and incurred $2,676,391 m claims and other costs in the fiscal year
ended September 30, 2015. The funds to pay these claims and other costs are denved in part from retiree premmums,
which do not fully cover the costs. The plan is not accounted for a5 a trust fund becanse an irrevocable trust has not
been establizhed to fund the plan. The plan does not issue a separate financial report.

Annual OPEE Cost and Net OPEE Obligation

The City's amnual other post-employment benefit (OPEB) cost is calculated based on the annual requived
contbution (ARC) of the employer, an amount m d with the of GASB
Statement 43. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
«costs each year and to amortize any unfunded actuanal habilihes over a penod not to exceed 30 years. The City’s
annmal OPEB cost for each plan for the current year is as follows:

Citicare Citicare
Cihcare Public Safety Fue Total
Annual required contribution S 350162 § 296175 § 229035 §  8I557M
Interest on net OPEB oblization 270,227 70,662 126,518 467,407
ARC adjustment (309,63T) (80.968) (144 870) (535,575
Annual OPEB cost 310,752 285 869 210,783 807,404
Contributions made (pay-as-you-go basis) 81,227 283,301 646,926 1,011,454
Increase (Decraase) in net OPEB obligation 229525 2568 (436,143) (204,050
Net OPEB obligation - beginning of year 6,928,893 1,811,850 3,244,049 11,984,792

Net OPEB cblization - end of year § 7158418 § 1814418 § 2807906 § 11.780.742
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Three year trend mformation 15 a5 follows:

Citicare Public Safuty Fire Total
City's Arumal OPES Cost (AFC)
2003 $57.207 $283.049 $338.862
2014 (14 months) $304.160 $282758
015 310,751
Parceninge of APC contribated
2013 -139.8% 1055% NA
2014 (14 moath) 326% £8.0% NA
015 %1% 3055% NA
et OPEB Oblization
2013 §OATMI 3 1866411 § 2882192 $
2014 $ 6928893 $ 1SILE0 § 3244049 $
2015 § 7158418 5 1314418 § 2807906 $

Funded Status and Funding Progress
The funded status of the plan as of the last valuation date of August 1, 2013, was as follows:

Cificare Citicare
Citicare Public Safety Fire Total

Actuanal accrued liability § 3800918 § 4461663 § 3558544 § 11821325
Actuanal value of plan assets - - — -

Unfinded actuarial accrued

Liability § 38005918 § 4461663 § 3558944 § 11821525
Funded ratio 0% 0% % 0%
Covered payroll § 60938657 § 28335830 § 23436591 § 112761078
Unfunded actuarial zcerued liability as
3 percentage of covered payroll 6% 15.7% 15.2% 105%

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of
event: in the fanwe. Amounts determined regarding the stams of the plan and the anmmal required contributions of
the City are subject to continual revision as actual results are compared to past expectations and new estimates are
made about the future. The schedule of funding progress, presented as requwed supplementary information
following the notes to the financial presents multiyear d that shows whether the actuanal
value of plan assets is increasing or decreasing over fime relative to the actuarial accrued liabilifies for benefits.

Plan Changes
The total GASE 43 actuarial acerued lizbility for Citicare, Public Safety and Fire decraased from approximataly
$12.7 million 2= of August 1, 2011, to approximately §11 8 million 3z of August 1, 2013, The reduction is due to 3
combination of changes in assumptions and differences between prior assumptions and actual experience.
Dnfferences causing a reduction in the halhty mclude a 27% reduction m number of retrees participating i the
plan, reduced health care cost trends, and reduced child per retiree assumptions. These were offset by a changem
retiree contribution assumptions because the City is not increasing retiree premiums in FY2013 as was previously
assumed.
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Actuarial Method: and Azsumptions

Projactions of banafits are based on the substantive plan and include the type of benafits in force 2t the valuation
date and the pattern of sharing benefits between the City and the plan members at that point. Actuarial caleulztions
reflect a long term perspective and employ methods and assumptions that are designed to reduce the short tarm
wolatility in actuarial acerued liabilities and the actuarial value of assets. i methods and sed
for thus valuation are as follows

Measuwrement Date Aungust 1, 2013
Actuarial Cost Method Enfry Age
Ameortization Period 30 years, Open
Amortization Metkod Level Percent of Payroll
Discount rate 390%

CPI

Healthcare Cost Trend Rate

Payroll Growth Rate

11. Risk Management

The City operates a nsk management program for workers’ compensation claims, hiability clamms and property
incurance. In addition, the City operates an employas benefits program which includes lifs and health incurance.

A Inzurance

The Caty self-fmds workers’ compensation, general/auto habilities and health benefits. Purchased msurance
coverage ncludes: Commercial property insurance with a $250 million limit on all perils and 3 $150 mallion
limit on named storm, $75 million in airport lizbility, $10 million of excess gas utility liability insurance, $10
million agzrezate of excess general hability msurance and statutory excess workers” compensation coverage.
Primary flood coverage provides up to $500.000 on specified buildings. All fiunds of the City participate m the
program and make payments to the Liability and Emplovee Bexnefits Fund based on an annual actuarial
analynis. In addition the City of Corpus Chnist provides comprehenszive health coverage to employees,
dependents and retirees. Coverage becomes effective the first day of employment and the plan has no lifstime
Lirmit

The estimated claims hability nf$l4 742 402 at September 30, 2015, of which 57,752,096 is due within cne
wear, is based on A ting Standards Board Statement No. 10, which
requires that a hiability for dnm ba reported if information prior to the issuance of the financial statements
indicates that it 15 probable that a lability has been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated. Changes in the fund claims hability amounts for fiscal vears
2014 and 2015 were

Current Year
Beginning of Claims and Balance at
Fiscal Year Changes in Claim Fiscal
Liability Estimates Payments Year End
Fiscal Year
2013-2014 (14 months) $ 12281158 § 28767974 $ (30,114.513)  § 10934619

2014-2015 $ 10934615 3 30157544 5 (26349761) 5 14742402
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